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7KLV� VWXG\� UHSUHVHQWV� WKH� YLHZV� RI� WKH� DXWKRU� DQG� GRHV� QRW� QHFHVVDULO\

UHIOHFW� WKH� RIILFLDO� RSLQLRQ� RI� WKH� $LU�:DU� &ROOHJH� RU� WKH� 'HSDUWPHQW� RI� WKH� $LU

)RUFH���,Q�DFFRUGDQFH�ZLWK�$LU�)RUFH�5HJXODWLRQ��������LW�LV�QRW�FRS\ULJKWHG��EXW�LV

WKH�SURSHUW\�RI�WKH�8QLWHG�6WDWHV�JRYHUQPHQW�

/RDQ�FRSLHV�RI�WKLV�GRFXPHQW�PD\�EH�REWDLQHG�WKURXJK�WKH�LQWHUOLEUDU\�ORDQ

GHVN� RI� $LU� 8QLYHUVLW\� /LEUDU\�� 0D[ZHOO� $LU� )RUFH� %DVH�� $ODEDPD� � ����������

�WHOHSKRQH����������������RU�'61�����������
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7,7/(���,PSOHPHQWDWLRQ�RI�4XDOLW\�$LU�)RUFH�DW�WKH�*URXS�/HYHO�2UJDQL]DWLRQ�DQG

%HORZ

$87+25���0LFKDHO�.��'HDF\��/LHXWHQDQW�&RORQHO��86$)

7KH� TXDOLW\� FRQFHSW� FDQ� EH� LPSOHPHQWHG� HIIHFWLYHO\� LQ� $LU� )RUFH

RUJDQL]DWLRQV�� JURXS� OHYHO� DQG� EHORZ�� � &RPPLWPHQW� DW� DOO� WKUHH� OHYHOV� RI� WKH

RUJDQL]DWLRQ��WRS�OHDGHUVKLS��PLGGOH�PDQDJHPHQW��DQG�HPSOR\HH�OHYHO��LV� WKH� ILUVW

SUHUHTXLVLWH� IRU� LPSOHPHQWDWLRQ�� � 7KLV� SDSHU� GHVFULEHV� VWUDWHJLHV� WR� EXLOG� DQG

VXVWDLQ�FRPPLWPHQW�DW�HDFK�OHYHO�� �7KH�VHFRQG�SUHUHTXLVLWH�IRU� LPSOHPHQWDWLRQ� LV

HIIHFWLYH� VWUDWHJLF� DQG� WDFWLFDO� SODQQLQJ�� � 7KH� VWUDWHJLF� SODQ� SURYLGHV� RYHUDOO

GLUHFWLRQ�IRU�WKH�RUJDQL]DWLRQ���7KH�WDFWLFDO�SODQV��DOLJQHG�ZLWK�WKH�VWUDWHJLF�SODQ�

LPSOHPHQW�TXDOLW\�LQ�VSHFLILF�ZRUN�DUHDV�
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/LHXWHQDQW�&RORQHO�0LFKDHO�.��'HDF\��06��$LU�)RUFH�,QVWLWXWH�RI

7HFKQRORJ\��LV�D�FDUHHU�FRPPXQLFDWLRQV�FRPSXWHU�RIILFHU�DQG�KDV�KHOG�D�YDULHW\�RI

DVVLJQPHQWV�LQ�WKDW�ILHOG���0RVW�UHFHQWO\��KH�VHUYHG�DV�FRPPDQGHU�RI�WKH�����WK

(OHFWURQLFV�,QVWDOODWLRQ�6TXDGURQ��.HOO\�$)%�7;�ZKHUH�KH�KHOSHG�LPSOHPHQW�WKH

4XDOLW\�$LU�)RUFH�FRQFHSW���'XULQJ�WKH�SHULRG�LQ�ZKLFK�WKH�VTXDGURQ�LPSOHPHQWHG

TXDOLW\��LW�HDUQHG�DQ�$LU�)RUFH�2XWVWDQGLQJ�8QLW�$ZDUG�DQG�UHFHLYHG�WKH�ILUVW

2XWVWDQGLQJ�UDWLQJ�DZDUGHG�E\�WKH�$LU�)RUFH�&RPPXQLFDWLRQV�&RPPDQG�LQ�RYHU

���\HDUV���/LHXWHQDQW�&RORQHO�'HDF\�LV�D�JUDGXDWH�RI�WKH�$LU�:DU�&ROOHJH��FODVV�RI

�����
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7KH�8QLWHG�6WDWHV�$LU�)RUFH��DORQJ�ZLWK�WKH�UHVW�RI�WKH�JRYHUQPHQW��ZDV

GLUHFWHG�WR�LPSOHPHQW�WKH�TXDOLW\�FRQFHSW���0RVW�RIWHQ�GXEEHG�4XDOLW\�$LU�)RUFH�

WKH�SDWK�EHLQJ�SXUVXHG�LV�GHULYHG�IURP�WKH�WHDFKLQJV�RI�VHYHUDO�TXDOLW\�JXUXV��'U

'HPLQJ�DQG�'U�-XUDQ�IRUHPRVW�DPRQJ�WKHP���4XDOLW\�$LU�)RUFH�LV�QRW�D�GLUHFW

DSSOLFDWLRQ�RI�DQ\�RQH�WKHRU\��WKXV�LQYLWLQJ�PXFK�FRQIXVLRQ�DV�RUJDQL]DWLRQDO

FRPPDQGHUV�DWWHPSW�WR�LPSOHPHQW�4XDOLW\�DQG�DFWLRQ�RIILFHUV�DQG�HPSOR\HHV�DW

ODUJH�UHDG�WKH�VSHFLILF�UXOHV�RI�'HPLQJ
V��7RWDO�4XDOLW\�0DQDJHPHQW���740��RU�WKH

GLIIHULQJ�UXOHV�RI�RWKHU�TXDOLW\�H[SHUWV���$OWKRXJK�WKH�$LU�)RUFH�4XDOLW\�&ULWHULD

SURYLGH�VRPH�PHDQV�WR�MXGJH�LI�D��TXDOLW\�FXOWXUH��H[LVWV��WKH�$LU�)RUFH�KDV�QR�RQH

ZD\�RI�LPSOHPHQWLQJ�4XDOLW\��EXW�DOORZV�HDFK�FRPPDQG�WR�FKRRVH�PXFK�RI�WKHLU

RZQ�JXLGDQFH���)XUWKHUPRUH��XQLW�FRPPDQGHUV�DQG�WKHLU�VWDIIV�DW�WKH�JURXS�OHYHO

DQG�EHORZ�KDYH�FRQVLGHUDEOH�OHHZD\�LQ�GHWHUPLQLQJ�KRZ�WR�LPSOHPHQW�WKH�FRQFHSW

LQ�WKHLU�RUJDQL]DWLRQV���7KLV�SURYLGHV�RQH�UHDVRQ�LW�LV�GLIILFXOW�WR�LPSOHPHQW�WKH

TXDOLW\�FRQFHSW�LQ�WKH�PLOLWDU\���)RU�H[DPSOH��VHYHUDO�RI�'HPLQJ
V�VSHFLILF

UHTXLUHPHQWV�IRU�740�DUH�DW�RGGV�ZLWK�$LU�)RUFH�UHTXLUHPHQWV�DQG�WKH�$LU�)RUFH

LV�QRW�FKDQJLQJ��H�J���'HPLQJ�UHIHUV�WR�\HDUO\�SHUVRQQHO�HYDOXDWLRQV�VXFK�DV�2IILFHU

3HUIRUPDQFH�5HSRUWV�DV�D�GHDGO\�GLVHDVH����������

+RZHYHU��WDNLQJ�D�ODUJHU�YLHZ��RQH�FDQ�RXWOLQH�VHYHUDO�EHQHILWV�RI�D�JHQHULF

TXDOLW\�FRQFHSW�WKDW�PD\�EH�XQGHUVWRRG�DV�4XDOLW\�$LU�)RUFH���%\�DPDOJDPDWLQJ

SDUWV�RI�WKH�GLIIHUHQW�TXDOLW\�WKHRULHV��4XDOLW\�$LU�)RUFH�FRXOG�SURYLGH�D�IUDPHZRUN

RI�TXDOLW\�SULQFLSOHV��WRROV��DQG�VSHFLILF�SURFHGXUHV�WR�JXLGH�$LU�)RUFH�OHDGHUV

PDQDJLQJ�WKHLU�RUJDQL]DWLRQV����������:KLOH�PXFK�RI�WKH�4XDOLW\�$LU�)RUFH�FRQFHSW
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VHHPV�WR�EH�MXVW�FRPPRQ�VHQVH��HIIHFWLYH�PDQDJHPHQW��RU�JRRG�OHDGHUVKLS��LW�LV

LPSRUWDQW�WR�UHPHPEHU�QRW�HYHU\RQH�SRVVHVVHV�WKRVH�TXDOLWLHV�DQG�WKH\�GR�QRW

DOZD\V�UXQ�RUJDQL]DWLRQV�ZHOO�MXVW�EHFDXVH�WKH\�ZRXOG�DSSO\���0DQ\�OHDGHUV�

UDWKHU�WKDQ�MXVW�WKH�H[FHSWLRQDO��QDWXUDO�OHDGHUV��ZRXOG�EH�DEOH�WR�UXQ�D�TXDOLW\

RUJDQL]DWLRQ�LI�WKH\�IDLWKIXOO\�DSSOLHG�WKH�IUDPHZRUN�SURYLGHG�LQ�WKH�TXDOLW\

FRQFHSW�

*LYHQ�WKH�VLJQLILFDQW�EHQHILWV�WKDW�FRXOG�DFFUXH�WR�WKH�TXDOLW\�RUJDQL]DWLRQ�

RQH�XQGHUVWDQGV�ZK\�RXU�OHDGHUVKLS�LQVLVWV�RQ�SXUVXLQJ�WKH�FRQFHSW�RI�4XDOLW\�$LU

)RUFH���0RVW�LPSOHPHQWDWLRQ�JXLGHV�IRU�D�TXDOLW\�FRQFHSW�FLWH�VHYHUDO�HVVHQWLDO

DUHDV�IRU�VXFFHVV���7KH�WKHVLV�RI�WKLV�SDSHU�LV�WKDW�FRPPLWPHQW�RI�WKH�PHPEHUV�RI

DQ�RUJDQL]DWLRQ�DQG�HIIHFWLYH�RUJDQL]DWLRQDO�SODQV�DUH�WKH�RQO\�WUXO\�HVVHQWLDO

UHTXLUHPHQWV�IRU�VXFFHVVIXO�LPSOHPHQWDWLRQ�RI�WKH�TXDOLW\�FRQFHSW���7KHUH�DUH�D

QXPEHU�RI�H[FHOOHQW�ERRNV�GHVFULELQJ�KRZ�WR�LPSOHPHQW�WKH�TXDOLW\�FXOWXUH�LQWR�DQ

RUJDQL]DWLRQ���2QFH�WKH�SHRSOH�LQ�DQ�RUJDQL]DWLRQ�EHFRPH�FRPPLWWHG�WR�WKH�TXDOLW\

FRQFHSW�DQG�PDNH�WKH�HIIRUW�WR�GHYHORS�ZRUNDEOH�SODQV��LW�LV�UHODWLYHO\�VLPSOH

�DOEHLW�QRW�HDV\��WR�OHDUQ�DQG�DSSO\�WKH�VSHFLILF�WRROV�DQG�WHFKQLTXHV�XVHG�LQ�D

TXDOLW\�RUJDQL]DWLRQ���7KH�PRVW�GLIILFXOW�WDVN�LV�WR�GHYHORS�FRPPLWPHQW�RI�WKH

SHRSOH�WR�TXDOLW\�LGHDV�VXFK�DV�FRQWLQXRXV�LPSURYHPHQW��FXVWRPHU�IRFXV�

WHDPZRUN��IDFW�EDVHG�GHFLVLRQ�PDNLQJ��DQG�GHFHQWUDOL]DWLRQ�VXIILFLHQW�WR�VWD\�WKH

FRXUVH�RI�SODQQLQJ�DQG�LPSOHPHQWLQJ�D�TXDOLW\�FXOWXUH�GHVSLWH�WKH�XSIURQW�WLPH

DQG�HIIRUW�UHTXLUHG����������7KLV�SDSHU�ZLOO�ILUVW�H[SODLQ�WKH�LPSRUWDQFH�RI

FRPPLWPHQW�IURP�WKH�WRS�WR�WKH�ERWWRP�OHYHOV�RI�DQ�$LU�)RUFH�RUJDQL]DWLRQ�DQG

SURYLGH�UHDO�ZRUOG�UHFRPPHQGDWLRQV�IRU�HIIHFWLYHO\�DFKLHYLQJ��GHPRQVWUDWLQJ��DQG

VXVWDLQLQJ�VXFK�FRPPLWPHQW���7KHQ��WKH�SDSHU�ZLOO�GHWDLO�WKH�VWUDWHJLF�DQG�WDFWLFDO

SODQQLQJ�UHTXLUHPHQWV�WR�WUDQVIRUP�WKH�SHRSOH
V�FRPPLWPHQW�LQWR�D�VXFFHVVIXO�

IXQFWLRQLQJ�TXDOLW\�RUJDQL]DWLRQ�
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,Q�RUGHU�WR�LPSOHPHQW�WKH�TXDOLW\�FRQFHSW�LQ�DQ�RUJDQL]DWLRQ��WKH

FRPPDQGHU�LV�DFFRXQWDEOH�IRU�REWDLQLQJ�FRPPLWPHQW�RI�WKH�RUJDQL]DWLRQ
V�SHRSOH�

7KLV�LV�RQH�SRLQW�XSRQ�ZKLFK�YLUWXDOO\�HYHU\�DXWKRU�ZULWLQJ�RQ�TXDOLW\��DJUHHV

����������������������������7KH�H[LVWLQJ�OLWHUDWXUH�DQG�WKH�DXWKRU
V�SHUVRQDO

H[SHULHQFH�LQ�WKH�$LU�)RUFH�LQGLFDWH�WKLV�FRPPLWPHQW��RQFH�DWWDLQHG�DQG

SHUSHWXDWHG��LV�DOPRVW�VXIILFLHQW�DORQH�WR�HQVXUH�VXFFHVVIXO�LPSOHPHQWDWLRQ�RI

4XDOLW\�$LU�)RUFH���2QFH�WKH�FRPPLWWHG�SHRSOH�RI�WKH�RUJDQL]DWLRQ�GHYHORS�WKHLU

SODQV��IURP�WKH�WRS�OHYHO�VWUDWHJLF�SODQ�GRZQ�WR�WKH�HPSOR\HH�OHYHO�WDFWLFDO�SODQV�

WKH\�ZLOO�FDUU\�RQ�DQG�DFKLHYH�WKH�EHQHILWV�RI�D�TXDOLW\�FXOWXUH�

7KHUH�DUH�WKUHH�FDWHJRULHV�RI�SHRSOH�WR�GHDO�ZLWK�LQ�GLVFXVVLQJ�FRPPLWPHQW�

5HODWHG�WR�HDFK�RWKHU�LQ�GLUHFW�KLHUDUFKLFDO�RUGHU��WKHVH�WKUHH�JURXSV�FDVFDGH

LQIRUPDWLRQ�IURP�WRS�WR�ERWWRP�LQ�WKH�WUDGLWLRQDO�PLOLWDU\�PDQQHU���7KH�ILUVW�JURXS

LV�WRS�OHDGHUVKLS��WKH�FRPPDQGHU�RI�DQ�RUJDQL]DWLRQ�DQG�WKRVH�SHRSOH�ZKR�UHSRUW

GLUHFWO\�WR�WKH�FRPPDQGHU���,Q�$LU�)RUFH�RUJDQL]DWLRQV��JURXS�OHYHO�DQG�EHORZ�

WKHVH�LQGLYLGXDOV�ZLOO�UDQJH�LQ�UDQN�DSSUR[LPDWHO\�IURP�FDSWDLQ�WKURXJK

OLHXWHQDQW�FRORQHO�RU�*6���WKURXJK�*6������7KHVH�SHRSOH�GHWHUPLQH�WKH�GLUHFWLRQ�RI

WKH�RUJDQL]DWLRQ���$OWKRXJK�VRPH�PHPEHUV�RI�WKLV�JURXS�PD\�QRW�DSSHDU�WR�EH�WRS

OHDGHUV�LQ�D�WUDGLWLRQDO�YLHZ��H�J���WKH�RQH�GHHS�VDIHW\�UHSUHVHQWDWLYH��WKH�VHFUHWDU\�

HWF����WKH\�RIWHQ�KDYH�D�IDU�UHDFKLQJ�LQIOXHQFH�RQ�RWKHU�PHPEHUV�RI�WKH�RUJDQL]DWLRQ

GXH�WR�WKHLU�SUR[LPLW\�WR�SRZHU�RI�WKH�FRPPDQGHU��VWLOO�DQ�LPSRUWDQW�IDFWRU�LQ�WKH

KLHUDUFKLFDO�PLOLWDU\�RUJDQL]DWLRQ���7KH�QH[W�JURXS�LV�WKH�PLGGOH�PDQDJHUV�

VWDUWLQJ�MXVW�EHORZ�WKH�WRS�OHDGHUVKLS�RQ�WKH�RUJDQL]DWLRQDO�FKDLQ�DQG�HQGLQJ�MXVW

DERYH�WKH�ILUVW�OHYHO�VXSHUYLVRU���0LGGOH�PDQDJHPHQW�PDNHV�WKH�FULWLFDO�OLQN



�

EHWZHHQ�WKH�OHDGHUVKLS�DQG�ZRUNHUV��GLUHFWO\�FRQWUROOLQJ�WKH�GD\�WR�GD\�RSHUDWLRQV

RI�D�XQLW���'HVSLWH�RIWHQ�VLJQLILFDQW�GLIIHUHQFHV�LQ�PLGGOH�PDQDJHU�JUDGHV�DQG

UHVSRQVLELOLWLHV�LQ�GLIIHUHQW�VL]H�DQG�W\SH�$LU�)RUFH�RUJDQL]DWLRQV��WKLV�JURXS

VKDUHV�VLPLODU�FRQFHUQV�DQG�EDUULHUV�ZLWK�UHVSHFW�WR�WKH�TXDOLW\�FRQFHSW���7KH

UHPDLQLQJ�HPSOR\HHV��LQFOXGLQJ�ILUVW�OLQH�VXSHUYLVRUV��FRPSULVH�WKH�WKLUG�DQG�ODVW

JURXS���7KHVH�PHPEHUV�DFFRPSOLVK�PRVW�RI�WKH�XQLW
V�SURGXFWLRQ�RU�VHUYLFH��DQG�DUH

PRVW�HVVHQWLDO�WR�VXFFHVVIXO�DFFRPSOLVKPHQW�RI�WKH�XQLW�PLVVLRQ��DV�ZHOO�DV�WR�WKH

LPSOHPHQWDWLRQ�RI�4XDOLW\�$LU�)RUFH�LQ�WKH�RUJDQL]DWLRQ���(DFK�RI�WKH�WKUHH�JURXSV

GHVFULEHG�PXVW��FRPPLW�WR�WKH�TXDOLW\�FRQFHSW�LI�LW�LV�WR�VXFFHHG��DQG�HDFK�JURXS
V

FRPPLWPHQW�LV�LQIOXHQFHG�DQG�GHPRQVWUDWHG�GLIIHUHQWO\�ZLWKLQ�WKH�RUJDQL]DWLRQ�

$OO�DUH�QHFHVVDU\�WR�HIIHFWLYHO\�LPSOHPHQW�TXDOLW\�LQ�D�FRQVLVWHQW��WRS�WR�ERWWRP

VW\OH�
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&RPPLWPHQW�RI�WKH�WRS�OHDGHUVKLS�RI�WKH�RUJDQL]DWLRQ�LV�HVVHQWLDO�LI�WKH

TXDOLW\�FRQFHSW�LV�WR�VSUHDG�WKURXJKRXW�WKH�HQWLUH�RUJDQL]DWLRQ��DQG�WKDW

FRPPLWPHQW�PXVW�EH�GHPRQVWUDWHG�LI�VXERUGLQDWHV�DUH�WR�EH�H[SHFWHG�WR�EX\�LQ�WR

WKH�QHZ�ZD\�RI�GRLQJ�WKLQJV�����������7KH�ILUVW�RI�'U�'HPLQJ
V����SRLQWV�IRU

LPSOHPHQWLQJ�740�VWDWHV�PDQDJHPHQW�PXVW��&UHDWH�FRQVWDQF\�RI�SXUSRVH�IRU

LPSURYHPHQW�RI�SURGXFW�DQG�VHUYLFH������������,Q�NHHSLQJ�ZLWK�WKLV�SUHFHSW��WRS

OHDGHUVKLS�LQ�WKH�FRUSRUDWH�ZRUOG�PXVW�FRPPXQLFDWH�WKHLU�GHGLFDWLRQ�WR�TXDOLW\

YHUVXV�WKH�QRUPDOO\�SHUFHLYHG�GHGLFDWLRQ�WR�SURILW���$�XQLTXH�IHDWXUH�RI�OHDGHUVKLS

LQ�D�TXDOLW\�FXOWXUH�LV�WKH�HOHYDWLRQ�RI�TXDOLW\�WR�HTXDO�VWDWXV�ZLWK�FRVW�DQG

VFKHGXOH��DQG�RIWHQ�WKH�EHKDYLRU�RI�OHDGHUVKLS�GRHV�QRW�UHIOHFW�WKLV�LGHD���������

$OWKRXJK�$LU�)RUFH�RUJDQL]DWLRQV�DUH�QRW�LQ�EXVLQHVV�WR�PDNH�D�SURILW��WKLV

SULQFLSOH�DSSOLHV�LQ�WKDW�PLOLWDU\�OHDGHUV�DWWHPSW�WR�PD[LPL]H�PLVVLRQ
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DFFRPSOLVKPHQW�IRU�PLQLPXP�FRVW���0DQ\�D�SURJUDP�PDQDJHU�KDV�OHDUQHG�WR

EDODQFH�FRVW�DQG�VFKHGXOH�ZLWK�FDSDELOLW\��ZKHUH�TXDOLW\�LV�SDUW�RI�WKH�FDSDELOLW\�

6LPLODUO\��$LU�)RUFH�RUJDQL]DWLRQV�SURYLGH�SURGXFWV�DQG�RU�VHUYLFHV�RI�VRPH�VSHFLILF

TXDOLW\�DW�D�FRVW�DQG�RQ�D�VFKHGXOH�

6XERUGLQDWHV�DW�DOO�OHYHOV�RI�DQ�RUJDQL]DWLRQ�SD\�VLJQLILFDQW�DWWHQWLRQ�WR�WKH

EHKDYLRU�RI�VXSHULRUV��DQG�WKH�WRS�OHYHO�OHDGHUV�KDYH�JUHDW�LQIOXHQFH�RQ�HPSOR\HH

EHOLHIV�DQG�EHKDYLRU���2QH�SROO�FRQGXFWHG�E\�WKH�$PHULFDQ�6RFLHW\�IRU�4XDOLW\

&RQWURO�IRXQG�WKDW�HPSOR\HHV�GHWHFWHG�ODUJH�JDSV�EHWZHHQ�ZKDW�FKLHI�H[HFXWLYH

RIILFHUV��&(2V��VDLG�YHUVXV�ZKDW�WKH\�GLG�FRQFHUQLQJ�TXDOLW\���)RU�H[DPSOH����

SHUFHQW�EHOLHYHG�ZKLOH�WKH�&(2�VWDWHG�WKH\�PXVW�VKRZ�FXVWRPHUV�D�FRUSRUDWH

FRPPLWPHQW�WR�TXDOLW\��WKHLU�DFWLRQV�GLG�QRW�YDOLGDWH�WKHLU�VWDWHPHQWV���7KH

OHDGHUVKLS�FDQ�QRW�DIIRUG�WR�VDFULILFH�TXDOLW\�IRU�FRVW�RU�VFKHGXOH�LI�WKH\�ZLVK�WR

QXUWXUH�DQG�VSUHDG�WKH�TXDOLW\�FXOWXUH�WKURXJKRXW�WKH�RUJDQL]DWLRQ��������������,I

WKH�WRS�OHDGHUVKLS
V�GHGLFDWLRQ�WR�TXDOLW\�LV�GHPRQVWUDEO\�VLQFHUH��WKH�UHPDLQLQJ

SRSXODWLRQ�RI�WKH�RUJDQL]DWLRQ�ZLOO�SHUFHLYH�WKLV�DQG�EH�PXFK�PRUH�OLNHO\�WR�XVH

TXDOLW\�LQ�WKHLU�SDUWV�RI�WKH�RUJDQL]DWLRQ���,I�WKH\�SHUFHLYH�WRS�OHDGHUVKLS�DV

K\SRFULWLFDO�RU�XQHQWKXVLDVWLF��WKH\�ZLOO�QRW�PDNH�DQ\�VLJQLILFDQW�HIIRUW�WR

LPSOHPHQW�TXDOLW\��EXW�FRQWLQXH�WR�VWUHVV�FRVW�DQG�RQ�WLPH�SURGXFWLRQ���3HRSOH

QDWXUDOO\�IRFXV�RQ�WKRVH�WKLQJV�WKH�ERVV�VHHV�DV�LPSRUWDQW�DQG�KRZ�WKH�ERVV�WULHV�WR

DFKLHYH�WKHP�

7KH�FRPPDQGHU�FDQ�REWDLQ�FRPPLWPHQW�RI�WKH�UHVW�RI�WKH�WRS�OHDGHUVKLS�RQFH

WKH\�XQGHUVWDQG�WKH�TXDOLW\�FRQFHSW�DQG�VHH�SRWHQWLDO�EHQHILWV�WR�ERWK�WKH

RUJDQL]DWLRQ�DQG�WKHPVHOYHV������������7RS�OHDGHUVKLS�SHUVRQQHO�DUH�WKH�RQHV�ZKR

GHFLGH�WR�LPSOHPHQW�WKH�TXDOLW\�FRQFHSW�LQWR�WKHLU�RUJDQL]DWLRQ�DQG�VKDSH�LWV

LPSOHPHQWDWLRQ���*LYHQ�WKLV�RZQHUVKLS�RI�WKH�GHFLVLRQ��TXDOLW\�WKHRU\�SUHGLFWV

WKRVH�OHDGHUV�ZRXOG�EX\�LQ�WR�WKH�FRQFHSW�UHDGLO\���,Q�DGGLWLRQ��WRS�OHDGHUVKLS

SHUVRQQHO�DUH�SUHGLVSRVHG�WR�VRPH�DVSHFWV�RI�TXDOLW\��VXFK�DV�XVLQJ�HPSOR\HH
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LQSXWV��LI�WKH\�KDYH�SUHYLRXVO\�OLVWHQHG�WR�WKHLU�SHRSOH
V�LGHDV�DQG�LPSOHPHQWHG

JRRG�LGHDV�IURP�EHORZ���,Q�IDFW��VXFK�SUDFWLFHV�FDQ�KHOS�VXSHUYLVRUV�ULVH�WR�WRS

OHDGHUVKLS�SRVLWLRQV���)LQDOO\��WRS�OHDGHUVKLS�GRHV�QRW�VHH�TXDOLW\�DV�D�WKUHDW�WR

WKHLU�SRZHU�RU�MRE��WKH\�DUH�DW�WKH�WRS�RI�WKH�KLHUDUFK\�DQG�PDNH�WKH�UXOHV�RI�WKH

RUJDQL]DWLRQ������������������%HLQJ�DW�WKH�WRS�RI�WKH�PDQDJHPHQW�FKDLQ��OHDGHUVKLS

H[SHFWV�WKDW�LQFUHDVHG�VXFFHVV�RI�WKH�RUJDQL]DWLRQ�GXH�WR�TXDOLW\�ZLOO�LQFUHDVH�WKHLU

RZQ�UHFRJQLWLRQ�DQG�UHZDUGV���'XH�WR�DOO�WKHVH�UHDVRQV��WRS�OHDGHUVKLS�LV�QRW

QRUPDOO\�DV�ERXQG�WR�WUDGLWLRQDO�PDQDJHPHQW�DV�WKRVH�DW�ORZHU�OHYHOV�RI�WKH

RUJDQL]DWLRQ�

7RS�OHDGHUVKLS
V�PRVW�GLIILFXOW�WDVN�LV�FRQYLQFLQJ�VNHSWLFDO�PHPEHUV�RI�WKH

RUJDQL]DWLRQ�RI�WKH�OHDGHUV
�FRPPLWPHQW���)RU�H[DPSOH��D�VWXG\�E\�+DVVDUG��HW��DO��

RI�DQ�HOHFWURQLFV�FRPSDQ\�IRXQG�WKDW�WRS�OHDGHUVKLS�ZDV�IXOO\�FRPPLWWHG�WR�WKH

TXDOLW\�FRQFHSW��KDG�PDGH�VLJQLILFDQW�RUJDQL]DWLRQDO�FKDQJHV�EDVHG�RQ�TXDOLW\�

EHOLHYHG�TXDOLW\�KDG�FKDQJHG�WKH�FXOWXUH�WKURXJKRXW�WKH�RUJDQL]DWLRQ��DQG

EHOLHYHG�WKLV�YLHZ�ZDV�VKDUHG�DW�DOO�OHYHOV���+RZHYHU��WKH�VWXG\�DOVR�GHWHUPLQHG

WKH�ZRUNHUV�GLG�QRW�EHOLHYH�TXDOLW\�ZDV�H[WUHPHO\�LPSRUWDQW�WR�WKH�RUJDQL]DWLRQ�

WKH\�VHQVHG�SUHVVXUH�IRU�RQ�WLPH�SURGXFWLRQ�GHWUDFWHG�IURP�WKH�HPSKDVLV�RQ

TXDOLW\���:RUNHUV�DOVR�VWDWHG�VXSHUYLVRUV�IRFXVHG�RQ�XQLPSRUWDQW�DUHDV�VXFK�DV

KRXVHNHHSLQJ�VWDQGDUGV�WR�WKH�GHWULPHQW�RI�TXDOLW\�LVVXHV���)LQDOO\��WKH�FRPSDQ\
V

PHWKRG�RI�LPSOHPHQWLQJ�WRS�GRZQ�FKDQJHV�EHFDPH�OHVV�VSHFLILF�DV�LW�FRQWLQXHG

GRZQ�WKH�RUJDQL]DWLRQ
V�OHYHOV���7KXV��DOWKRXJK�WRS�OHDGHUVKLS�WUXO\�EHOLHYHG�LQ

TXDOLW\��WKH\�IDLOHG�WR�FRQVLVWHQWO\�GHPRQVWUDWH�WKHLU�FRPPLWPHQW�LQ�SUDFWLFH

��������

7R�DYRLG�WKH�SUREOHPV�H[SHULHQFHG�DW�WKH�HOHFWURQLFV�FRPSDQ\�VWXGLHG�E\

+DVVDUG�HW��DO���WRS�OHDGHUVKLS�PXVW�FRQVLVWHQWO\�DQG�IUHTXHQWO\�WDON�DERXW�TXDOLW\

WR�XQLW�PHPEHUV�DQG�XVH�D�YDULHW\�RI�FRPPXQLFDWLRQV�PHGLD�WR�NHHS�WKH�FRQFHSW

YLVLEOH�DQG�LQWHUHVWLQJ���$V�RQH�VWUDWHJ\��D�XQLW�FRPPDQGHU�FDQ�VSHDN�DW
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FRPPDQGHUV�FDOOV��WDON�WR�LQGLYLGXDOV�DQG�VPDOO�JURXSV�LQ�WKH�ZRUNSODFH�RU�RWKHU

SODFHV�KLV�SHRSOH�JDWKHU��DQG�GLVFXVV�TXDOLW\�LQ�VWDII�PHHWLQJV�RU�TXDOLW\�FRXQFLO

PHHWLQJV�ZLWK�KLV�WRS�OHDGHUVKLS�VWDII���,Q�DGGLWLRQ��KH�VKRXOG�GLVWULEXWH�WKH

TXDOLW\�PHVVDJH�LQ�ZULWLQJ�WR�DOO�PHPEHUV�E\�SRVWLQJ�RU�GLVWULEXWLQJ�FRSLHV�RI

PHHWLQJ�PLQXWHV�DQG�SROLF\�OHWWHUV�

7RS�OHDGHUVKLS�FDQ�DOVR�VHQG�D�PHVVDJH�WKURXJK�WKHLU�LQYROYHPHQW�LQ�TXDOLW\

DFWLYLWLHV���7KH�FRPPDQGHU�DQG�WKH�UHVW�RI�WKH�WRS�OHDGHUVKLS�PXVW�SDUWLFLSDWH�E\

H[DPLQLQJ�DQG�PHDVXULQJ�WKHLU�RZQ�SURFHVVHV�DQG�SXUVXLQJ�FRQWLQXRXV

LPSURYHPHQW���7KHLU�SDUWLFLSDWLRQ�VHQGV�D�PHVVDJH�WKDW�WKH�OHDGHUVKLS�UHFRJQL]HV

WKH\�DOVR�KDYH�SUREOHPV�DQG�RSSRUWXQLWLHV�WR�LPSURYH��LW
V�QRW��XV�DJDLQVW�WKHP�

����������7KH\�VKRXOG�DOVR�SDUWLFLSDWH�ZLWK�HPSOR\HH�OHYHO�PHPEHUV�LQ�SURFHVV

DFWLRQ�WHDPV�WKDW�LPSURYH�SURFHVVHV�FXWWLQJ�DFURVV�IXQFWLRQDO�DUHDV��IXUWKHU

GHPRQVWUDWLQJ�FRPPLWPHQW�WR�WKH�TXDOLW\�FRQFHSW���$V�D�VTXDGURQ�FRPPDQGHU��WKLV

DXWKRU�SDUWLFLSDWHG�RQ�D�WHDP�IRUPHG�WR�VWUHDPOLQH�WKH�SURFHVV�RI�FUHDWLQJ

WHPSRUDU\�GXW\��7'<��RUGHUV�LQ�D�KLJK�7'<�XQLW���2UJDQL]DWLRQ�PHPEHUV�IURP

HYHU\�OHYHO�SDUWLFLSDWHG�DQG�VKRUWHQHG�WKH�SURFHVV�E\�DERXW����SHUFHQW���7KH�PRVW

LPSRUWDQW�HIIHFWV�WKRXJK�ZHUH�WKH�LPSURYHPHQW�SURFHVV�GHPRQVWUDWHG�LQ�SUDFWLFH

WKDW�HPSOR\HH�LQSXWV�ZHUH�VROLFLWHG�DQG�XVHG���,Q�DGGLWLRQ��WRS�OHDGHUVKLS

VXSSRUWHG�WKH�RXWFRPHV�RI�D�TXDOLW\�SURFHVV��DQG�D�PLGGOH�PDQDJHU�DFWHG�DV�WHDP

OHDGHU�DQG�HIIHFWLYHO\�FRQGXFWHG�WHDP�DFWLYLWLHV���'HPRQVWUDWLQJ�WKH�VXFFHVVIXO�XVH

RI�D�TXDOLW\�WHFKQLTXH�GLG�PRUH�WR�EXLOG�XQLW�FRPPLWPHQW�WKDQ�DQ\�QXPEHU�RI

EULHILQJV�RU�OHWWHUV�GHVFULELQJ�WKH�LPSRUWDQFH�RI�TXDOLW\�FRXOG�GR�

(YHQ�PRUH�LPSRUWDQW�WKDQ�FRQWLQXDOO\�YHULI\LQJ�FRPPLWPHQW��WKH�WRS

OHDGHUV�PXVW�DYRLG�XQGHUFXWWLQJ�WKHLU�RZQ�FUHGLELOLW\�ZLWK�VXERUGLQDWHV���'HVSLWH

WKH�EXV\�VFKHGXOHV�RI�WRS�OHDGHUV��WKH\�PXVW�PDNH�WKH�WLPH�WR�UHLQIRUFH�WKHLU

VWDWHPHQWV�ZLWK�EHKDYLRU���:LWKRXW�VXFK�YLVLEOH�VLJQV�RI�FRPPLWPHQW��RQH�PD\

UHDVRQDEO\�H[SHFW�ORZHU�OHYHO�HPSOR\HHV�WR�FRQFOXGH�WRS�OHDGHUVKLS�LV�QRW�UHDOO\
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FRPPLWWHG�WR�TXDOLW\���$OO�WRR�RIWHQ��$LU�)RUFH�FRPPDQGHUV�DQG�VHQLRU�VWDII�KDYH

WRXWHG�WKH�YDOXH�RI�TXDOLW\�WR�WKHLU�SHRSOH��EXW�WKHQ�IDLOHG�WR�SHUVRQDOO\�WDNH�SDUW�LQ

TXDOLW\�DFWLYLWLHV���7KLV�DXWKRU�KDV�REVHUYHG�VHYHUDO�VHQLRU�OHDGHUV�WKDW�KDYH

UHSHDWHGO\�FDQFHOHG�4XDOLW\�&RXQFLO�PHHWLQJV��GHOHJDWHG�TXDOLW\�DFWLYLWLHV�WR�D

GHSXW\��RU�DEUXSWO\�GLVPLVVHG�LQSXWV�IURP�VXERUGLQDWH�OHYHOV���/RZHU�OHYHO

PHPEHUV�RI�WKH�RUJDQL]DWLRQ�TXLFNO\�GHFLGH�WKHLU�OHDGHUVKLS�LV�SD\LQJ�OLS�VHUYLFH�WR

D�SURJUDP�WKH\�GR�QRW�UHDOO\�EHOLHYH�LQ���6XFK�D�FOLPDWH�GRRPV�WKH�TXDOLW\�FRQFHSW

WR�IDLOXUH�

3HUKDSV�WKH�PRVW�LPSUHVVLYH�H[DPSOH�RI�WRS�OHDGHUVKLS�FRPPLWPHQW

GHPRQVWUDWHG�LQ�WKH�$LU�)RUFH�RFFXUUHG�������$XJ������7KH�VHQLRU�VWDII�RI��WKHQ�

0LOLWDU\�$LUOLIW�&RPPDQG��0$&��KHOG�WKHLU�SODQQHG�WKUHH�GD\�TXDOLW\�WUDLQLQJ

SURJUDP�DW�6FRWW�$)%�,/�WR�FRQWLQXH�WKH�0$&�TXDOLW\�LPSOHPHQWDWLRQ�

&,1&75$16&20��DOVR�&,1&0$&���*HQHUDO�+DQVIRUG�7��-RKQVRQ��IHOW�LW�ZDV

LPSRUWDQW�KH�DWWHQG�DQG�GHPRQVWUDWH�KLV�FRPPLWPHQW�WR�TXDOLW\�GHVSLWH�WKH�IDFW

KLV�FRPPDQG�EHJDQ�WKH�PRYHPHQW�RI�SHRSOH�DQG�PDWHULHO�LQ�VXSSRUW�RI�2SHUDWLRQ

'HVHUW�6KLHOG�RQ���$XJ������+H�ODWHU�QRWHG�WKDW�HDUOLHU�TXDOLW\�LQLWLDWLYHV�GHYHORSHG

E\�0$&�FRQWULEXWHG�WR�WKH�FRPPDQG
V�VXFFHVVIXO�VXSSRUW�RI�WKH�RSHUDWLRQ���*HQHUDO

-RKQVRQ�FOHDUO\�GHPRQVWUDWHG�KLV�FRPPLWPHQW�WR�TXDOLW\�E\�DWWHQGLQJ�WKH

VFKHGXOHG�WUDLQLQJ�SURJUDP�DQG�HPSRZHULQJ�WKH�FRPPDQG
V�GHSXWLHV�WR�UXQ�0$&

RSHUDWLRQV�GXULQJ�D�FULWLFDO�VWDJH�RI�FULVLV���0$&�SURYLGHG�H[HPSODU\�VXSSRUW�WR�WKH

ZDUILJKWHUV�LQ�'HVHUW�6WRUP��DQG�QRW�FRLQFLGHQWDOO\��SURYLGHV��DV�$LU�0RELOLW\

&RPPDQG��DQ�H[HPSODU\�4XDOLW\�$LU�)RUFH�FRQFHSW�WR�WKH�$LU�)RUFH�WRGD\��������

0,''/(�0$1$*(5�&200,70(17
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0LGGOH�PDQDJHPHQW��FRPSRVHG�RI�VHQLRU�QRQFRPPLVLRQHG�RIILFHUV�DQG

FRPSDQ\�JUDGH�RIILFHUV�RU�WKHLU�FLYLOLDQ�HTXLYDOHQWV��UHVLVWDQFH�WR�LPSOHPHQWLQJ

TXDOLW\�LV�D�UHFRJQL]HG�EDUULHU�������������������������������+RZHYHU��WKLV�OHYHO�RI�WKH

RUJDQL]DWLRQ�LV�NH\�WR�WKH�VXFFHVV�RI�LPSOHPHQWLQJ�TXDOLW\�EHFDXVH�WKH\�PXVW�DFW�DV

D�FRQGXLW�IRU�EULQJLQJ�XQGHUVWDQGLQJ�RI�TXDOLW\�SULQFLSOHV�WR�WKH�ORZHVW�OHYHO

HPSOR\HHV�DQG�EDFN�XS�WKHLU�VWDWHPHQWV�ZLWK�HYLGHQFH�RI�WKHLU�FRPPLWPHQW���������

0LGGOH�PDQDJHUV�ZLOO�RIWHQ�UHVLVW�FRPPLWPHQW�WR�TXDOLW\�EHFDXVH�PDQ\�RI

WKH�FKDQJHV�LQVWLWXWHG�LQ�D�TXDOLW\�FXOWXUH�GHWUDFW�IURP�WKHLU�SRZHU���0DQ\�PLGGOH

PDQDJHUV�UHDOL]H�WKH\�KDYH�JRQH�DV�IDU�DV�WKH\�ZLOO�JR�LQ�DQ�RUJDQL]DWLRQ�DQG�DUH

PRUH�FRQFHUQHG�ZLWK�PDLQWDLQLQJ�WKHLU�SRVLWLRQ�WKDQ�LPSURYLQJ�WKHLU�SURFHVVHV�

7KXV��PLGGOH�PDQDJHUV�DUH�GLVSRVHG�WR�EH�XQFRPIRUWDEOH�ZLWK�WKH�FRQFHSW�RI

OHWWLQJ�WRS�OHDGHUVKLS�UHFRJQL]H�WKH\��PLGGOH�PDQDJHPHQW��GR�QRW�NQRZ�HYHU\

GHWDLO�DERXW�WKHLU�DUHDV������������0LGGOH�PDQDJHUV�FDQ�HDVLO\�KXUW�DQG�SRVVLEO\

NLOO�DQ�LQLWLDWLYH�WR�LPSOHPHQW�TXDOLW\�LQ�DQ�RUJDQL]DWLRQ���7KH\�QRUPDOO\�KDYH�D

JUHDW�GHDO�RI�GLUHFW�LQWHUDFWLRQ�ZLWK�WKH�HPSOR\HH�OHYHO�ZRUNHUV�DQG�FDQ�RYHUWO\�RU

FRYHUWO\�VDERWDJH�PDQ\�RI�WKH�FKDQJHV�LQLWLDWHG�E\�WRS�OHDGHUVKLS���7KH\�KDYH�D

JUHDW�GHDO�RI�SRZHU�UHODWLYH�WR�HQWU\�OHYHO�HPSOR\HHV�DQG�WKH�HPSOR\HHV�RIWHQ�GR

QRW�IHHO�WKH\�KDYH�DQ\�HIIHFWLYH�SURWHFWLRQ�IURP�PDQDJHUV�

$QRWKHU�UHDVRQ�IRU�ZHDN�PLGGOH�PDQDJHPHQW�FRPPLWPHQW�LV�WKH

HQWKXVLDVWLF�WRS�OHDGHUVKLS�PD\�E\SDVV�WKHP�LQ�WKH�HDUO\�VWDJHV�DQG�SUHDFK�WKH

TXDOLW\�ELEOH�GLUHFWO\�WR�WKH�HPSOR\HHV�RI�WKH�RUJDQL]DWLRQ���,Q�LPSOHPHQWLQJ

TXDOLW\��LW�LV�LPSRUWDQW�WR�LQYROYH�WKH�PLGGOH�PDQDJHUV�LQ�GHYHORSLQJ�SODQV�IRU�WKH

FKDQJH������������������/RZHU�OHYHO�PDQDJHUV�RIWHQ�KDG�D�VLJQLILFDQW�UROH�LQ

GHYHORSLQJ�WKH�ZRUN�HQYLURQPHQW�RI�WKHLU�RZQ�OLWWOH�NLQJGRPV�DQG�VHH�LW�DV��WKH

LGHDO�VWDWXV�TXR�����������/RJLFDOO\��WKH\�ZLOO�QRW�ZHOFRPH�FKDQJHV�LQ�WKH�ZRUN�SODFH

WKDW�PLJKW�UHGXFH�WKHLU�RZQ�SUHURJDWLYHV�



��

+RZHYHU��LI�TXDOLW\�LV�JRLQJ�WR�ZRUN�LQ�DQ�RUJDQL]DWLRQ��WRS�OHDGHUVKLS�PXVW

REWDLQ�WKH�FRPPLWPHQW�RI�PLGGOH�PDQDJHUV���0LGGOH�PDQDJHUV�PXVW�UHFRJQL]H

ZKDW�EHQHILWV�FRXOG�DFFUXH�WR�WKHP�LI�TXDOLW\�ZHUH�WR�VXFFHHG���%\�LPSURYLQJ�LQ

WKHLU�DUHDV��WKRVH�PLGGOH�PDQDJHUV�WKDW�KDYH�QRW�\HW�SHDNHG�LQ�WKHLU�FDUHHUV�PD\

EH�DEOH�WR�DGYDQFH�WR�D�WRS�PDQDJHPHQW�SRVLWLRQ���$�GLYLVLRQ�RI�7KRUQ�/LJKWLQJ��D

OHDGLQJ�VXSSOLHU�RI��OLJKWLQJ�VROXWLRQV�WR�����FRXQWULHV��VXFFHVVIXOO\�PRWLYDWHG

ORZHU�OHYHO�VXSHUYLVRUV���7KH�FRPSDQ\�WUDLQHG�ZRUNHUV�WR�XVH�WHDPZRUN�LQ

SXUVXLQJ�FRQWLQXRXV�LPSURYHPHQW��DQG�ZHUH�UHZDUGHG�WKURXJK�SD\�DQG

SURPRWLRQV�����XSJUDGHG�WR�PDQDJHPHQW�RYHU�WZR�\HDUV��OLQNHG�WR�WKHLU

SHUIRUPDQFH���7KLV�JURXS�OHG�WKH�HLJKW�FHOOV�RI�WKH�FRPSDQ\�LQYROYHG�LQ

PDQXIDFWXULQJ�IRU�PDUNHW�UHVSRQVLYHQHVV���$Q�HPSOR\HH�SDUWLFLSDWLRQ�SURJUDP

RULHQWHG�WRZDUG�ILQGLQJ�DQG�HOLPLQDWLQJ�GHIHFWV�LQ�ZRUN�UHVXOWHG�LQ�D�UHGXFWLRQ�RI

VFUDS�IURP���SHUFHQW�WR�����SHUFHQW�RYHU�QLQH�PRQWKV��UHVXOWLQJ�LQ�DQ�DYHUDJH

VDYLQJ�SHU�PRQWK�RI�������%ULWLVK�SRXQGV�IRU����WHDPV���7DQJLEOH�EHQHILWV�VXFK�DV

WKLV�VXSSRUW�WKH�XVH�RI�TXDOLW\�WHFKQLTXHV�������������

2WKHUV�PLGGOH�PDQDJHUV�EHQHILW�E\�SURFHVV�LPSURYHPHQWV�PDNLQJ�WKHLU�MREV

HDVLHU���,Q�DGGLWLRQ��LI�RQH�PLGGOH�PDQDJHU�FRQWLQXHV�WR�UHVLVW�WKH�TXDOLW\

PRYHPHQW��KH�RU�VKH�PD\�ORVH�JURXQG�WR�WKH�RWKHUV�ZKR�LPSURYH�PRUH�DQG�PRUH�E\

SUDFWLFLQJ�TXDOLW\�LQ�WKHLU�RZQ�DUHDV������������,Q�DGGLWLRQ��WRS�OHDGHUVKLS�FDQ

DOZD\V�WKUHDWHQ�WKH�UHFDOFLWUDQW�PLGGOH�PDQDJHU�ZLWK�ORVV�RI�HPSOR\PHQW�

7RS�OHDGHUVKLS�PXVW�WUDLQ�PLGGOH�PDQDJHUV�WR�GHYHORS�SDUWLFLSDWLYH

PDQDJHPHQW�VNLOOV�DQG�WR�FRQVLGHU�WKH�HPSOR\HHV�DV�PHPEHUV�RI�WKH�PDQDJHU
V

WHDP��WKHUHE\�LQFUHDVLQJ�FRPPLWPHQW�WR�TXDOLW\���8QGHU�WUDGLWLRQDO�PDQDJHPHQW�

PLGGOH�PDQDJHUV�OHDUQHG�DFFRXQWDELOLW\�IRU�DEVROXWH�FRQWURO�RYHU�WKH�SURFHVVHV�LQ

WKHLU�DUHDV���$V�D�UHVXOW��VXFK�PDQDJHUV�ILQG�LW�GLIILFXOW�WR�DOORZ�VXERUGLQDWHV�WR

UHFRPPHQG�FKDQJHV�RU�HYHQ�UDLVH�DQ�LVVXH�UHJDUGLQJ�SUREOHPV�LQ�DQ�DUHD�

+RZHYHU��VHQLRU�OHDGHUVKLS�LV�UHVSRQVLEOH�IRU�WHDFKLQJ�PDQDJHUV�WR�HPSKDVL]H



��

FRUUHFWLQJ�SUREOHPV�DQG�LPSURYLQJ�SURFHVVHV��QRW�DVVLJQLQJ�EODPH�IRU�WKH�SUREOHPV

LGHQWLILHG���,Q�DGGLWLRQ��PDQDJHPHQW�PXVW�XQGHUVWDQG�HPSOR\HHV�DUH�DFFRXQWDEOH

IRU�PDNLQJ�WKHLU�SURSRVHG�VROXWLRQV�ZRUN�ZKHQ�WKH\�LPSOHPHQW�WKHP��������

4XDOLW\�$LU�)RUFH�FDUULHV�HPSRZHUPHQW�RI�SHRSOH�HYHQ�IXUWKHU��JLYLQJ�HPSOR\HHV

DXWKRULW\�WR�LPSOHPHQW�FKDQJHV�ZLWKRXW�SULRU�PDQDJHPHQW�SHUPLVVLRQ�LQ�PDQ\

FDVHV���$Q\�RUJDQL]DWLRQ�WKDW�HPSRZHUV�LWV�HPSOR\HHV�PXVW�SURYLGH�FOHDU�JXLGDQFH

DQG�DFFHSW�WKH�ULVN�WKDW�VRPH�HPSOR\HHV�ZLOO�PDNH�LQFRUUHFW�GHFLVLRQV��DQG�EH

ZLOOLQJ�WR�DFFHSW�WKH�FRQVHTXHQFHV����������7KLV�FRQFHSW��GLVFXVVHG�IXUWKHU�XQGHU

HPSOR\HH�OHYHO�FRPPLWPHQW��LV�DQ�HYHQ�JUHDWHU�FKDOOHQJH�WR�WKRVH�PDQDJHUV

DFFXVWRPHG�WR�ZRUNLQJ�LQ�WKH�WUDGLWLRQDO�PRGH�RI�PDQDJHPHQW�

$LU�3URGXFWV��DQ�LQWHUQDWLRQDO�JDV�DQG�FKHPLFDO�VXSSOLHU��LQVWLWXWHG�D

FRPSUHKHQVLYH�WUDLQLQJ�SURJUDP�WR�HQKDQFH�WKH�FUHDWLYLW\�DQG�HQWKXVLDVP�RI�LWV

HPSOR\HHV�LQ�FRQWLQXRXVO\�LPSURYLQJ�EXVLQHVV�SURFHVVHV�����������$FNQRZOHGJLQJ

WKH�GLIILFXOW\�RI�FKDQJLQJ�WKH�RXWORRN�RI�HPSOR\HHV�XVHG�WR�KROGLQJ�FORVH�FRQWURO�RI

WKHLU�SURFHVVHV��$LU�3URGXFWV�FRQGXFWHG�DZDUHQHVV�WUDLQLQJ�DQG�ZRUNVKRSV�WR

REWDLQ�FRPPLWPHQW�IURP�YLUWXDOO\�DOO�LWV�HPSOR\HHV���,PPHGLDWHO\�DIWHU�FRPSOHWLQJ

WKH�ZRUNVKRSV��HPSOR\HHV�EHJDQ�LPSURYLQJ�WKH�SURFHVVHV�LGHQWLILHG�DV

RSSRUWXQLWLHV�GXULQJ�DZDUHQHVV�WUDLQLQJ���(QWKXVLDVP�DQG�FRPPLWPHQW�ZHUH�KLJK�

GULYLQJ�WKH�HDUO\�VXFFHVV�RI�PDQ\�TXDOLW\�LPSURYHPHQW�HIIRUWV���7KH�FRPSDQ\

SURYLGHG�DGGLWLRQDO�WUDLQLQJ�LQ�OHDGHUVKLS�DQG�HPSRZHUPHQW�WR�WKH�PDQDJHUV�LQ

DQ�DWWHPSW�WR�ORZHU�WKH�OHYHO�RI�GHFLVLRQ�PDNLQJ�DQG�OHW�WKH�FXVWRPHU�GULYH�FRQWURO

RI�HPSOR\HH�DFWLYLWLHV���7KH�FRPSDQ\�KDV�FRQWLQXHG�WR�ZRUN�RQ�TXDOLW\

LPSURYHPHQW�DQG�ZDV�UHFRJQL]HG�LQ�WKH������%ULWLVK�4XDOLW\�$ZDUGV�IRU�LWV�XVH�RI

TXDOLW\�LQ�PRWLYDWLQJ�LWV�SHRSOH�������������

7RS�OHDGHUVKLS�DOVR�FDQ�GLUHFWO\�LQIOXHQFH�WKH�PLGGOH�PDQDJHUV�DQG�WKHUHE\

LQFUHDVH�WKHLU�FRPPLWPHQW�WR�TXDOLW\�WKURXJK�MRE�GHVFULSWLRQV��HYDOXDWLRQV��DQG

UHFRJQLWLRQ�SURJUDPV����������%\�UHTXLULQJ�SDUWLFLSDWLYH�PDQDJHPHQW�DV�SDUW�RI�D
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FLYLO�VHUYDQW
V�SRVLWLRQ�GHVFULSWLRQ�RU�GHVFULELQJ�LW�DV�SDUW�RI�D�PLOLWDU\�SHUVRQ
V�MRE

LQ�D�SHULRGLF�IHHGEDFN�VHVVLRQ��WRS�OHDGHUVKLS�FDQ�HQVXUH�PDQDJHUV�XQGHUVWDQG

ZKDW�LV�GHVLUHG�DQG�KDYH�WKH�RSSRUWXQLW\�WR�GLVFXVV�DQ\�FRQIXVLRQ�FRQFHUQLQJ�WKH

FKDQJHV���%\�FLWLQJ�WKH�PDQDJHUV
�VXFFHVVHV�RQ�\HDUO\�HYDOXDWLRQV��OHDGHUVKLS�FDQ

LQIOXHQFH�SHUIRUPDQFH�WR�D�JUHDW�H[WHQW�LQ�DFFRUGDQFH�ZLWK�WKH�ROG�DGDJH�WKDW

SHRSOH�WHQG�WR�GR�WKH�WKLQJV�WKDW�EULQJ�UHZDUGV���/HDGHUVKLS�VKRXOG�PRGLI\

UHFRJQLWLRQ�SURJUDPV�WKDW�UHODWH�WR�PDQDJHUV�WR�LQFOXGH�FRQVLGHUDWLRQ�RI�TXDOLW\

IDFWRUV���,Q�IDFW��LI�UHFRJQLWLRQ�DZDUGV�DUH�FRQVLVWHQWO\�JLYHQ�WR�PDQDJHUV�ZKR�GR

QRW�VXSSRUW�WKH�TXDOLW\�LQLWLDWLYHV�RI�WKH�RUJDQL]DWLRQ��WKH�SURJUDP�PD\

VLJQLILFDQWO\�XQGHUPLQH�WKH�TXDOLW\�FRQFHSW�

-XVW�DV�WRS�OHDGHUVKLS�VHWV�WKH�H[DPSOH�IRU�WKH�HQWLUH�RUJDQL]DWLRQ��PLGGOH

PDQDJHUV�PXVW�SURYLGH�D�PRGHO�IRU�WKH�HPSOR\HH�OHYHO�PHPEHUV�ZLWK�UHJDUG�WR

TXDOLW\���0DQDJHUV�VKRXOG�DSSO\�TXDOLW\�WHFKQLTXHV�LQ�WKHLU�MREV�DQG�MRLQ�ZLWK

HPSOR\HHV�DV�PHPEHUV�RI�TXDOLW\�WHDPV�WKDW�LPSURYH�SURFHVVHV�LQ�D�VSHFLILF�ZRUN

DUHD���7KLV�GHPRQVWUDWHG�FRPPLWPHQW�RI�PLGGOH�PDQDJHPHQW�WR�TXDOLW\�UHLQIRUFHV

WKH�OHDGHUVKLS
V�H[DPSOH�DQG�SURYLGHV�WKH�IRXQGDWLRQ�WR�EXLOG�VWURQJ�FRPPLWPHQW

DW�WKH�HPSOR\HH�OHYHO�

(03/2<((�/(9(/�&200,70(17

,I�TXDOLW\�LV�LPSRUWDQW�WR�DQ�RUJDQL]DWLRQ��HYHU\RQH�PXVW�EH�D�SDUW�RI�WKH

FXOWXUH���,I�RQH�SHUVRQ�LV�UXGH�WR�D�FDOOHU��LW�PD\�ZLSH�RXW�WKH�HIIHFW�RI�PDQ\�KRXUV

DQG�GROODUV�H[SHQGHG�LQ�FRXUWLQJ�WKH�FXVWRPHUV�����������7KH�HPSOR\HH�OHYHO�RI�WKH

RUJDQL]DWLRQ�FRQWDLQV�WKH�EXON�RI�WKH�SHUVRQQHO�DQG�FORVHVW�DVVRFLDWLRQ�ZLWK�WKH

QXWV�DQG�EROWV�RI�DQ�RUJDQL]DWLRQ
V�SURFHVVHV���,Q�PDQ\�RUJDQL]DWLRQV��LQFOXGLQJ

WKRVH�LQ�WKH�$LU�)RUFH��HPSOR\HHV�DOVR�KDYH�WKH�PRVW�FRQWDFW�ZLWK�FXVWRPHUV�DQG



��

WKHUHE\�SHUVRQLI\�WKH�RUJDQL]DWLRQ���7KXV�SDUWLFLSDWLRQ�RI�HPSOR\HHV�LV�FUXFLDO�WR

VXFFHVVIXO�LPSOHPHQWDWLRQ�RI�TXDOLW\�

0RGHUQ�GD\�HPSOR\HHV�DUH�PRUH�PRWLYDWHG�E\�FKDOOHQJLQJ�ZRUN��WKH

RSSRUWXQLW\�WR�EH�LQYROYHG��PDNLQJ�WKHLU�RZQ�GHFLVLRQV��DQG��SHUVRQDO�JURZWK�

WKDQ�E\�KLJKHU�SD\�RU�D�VHFXUH�MRE����������7KH\�FUDYH��IHHGEDFN�DQG�UHFRJQLWLRQ��

�VHQVH�RI�DFKLHYHPHQW���DQG��LQIOXHQFH��DPRQJ�WKHLU�WRS�PRWLYDWRUV������������*LYHQ

WKHVH�IDFWRUV��RQH�PD\�UHDVRQDEO\�H[SHFW�VXFK�PRGHUQ�GD\�HPSOR\HHV�RI�DQ

RUJDQL]DWLRQ�WR�UHDGLO\�FRPPLW�WR�WKH�TXDOLW\�FRQFHSW�WKDW�SURPLVHV�WR�HPSRZHU

WKHP�DQG�DOORZ�LQFUHDVHG�FRQWULEXWLRQ�WR�WKH�VXFFHVV�RI�WKHLU�RUJDQL]DWLRQ���-REV�LQ

D�TXDOLW\�RUJDQL]DWLRQ�DUH�PRUH�FRQJUXHQW�ZLWK�HPSOR\HH�PRWLYDWLRQ�IDFWRUV�

*OREH�0HWDOOXUJLFDO��,QF��ZKLFK�SURGXFHV�DXWRPRWLYH�SDUWV�LPSOHPHQWHG

TXDOLW\�WR�WDNH�DGYDQWDJH�RI�WKH�ODWHQW�WDOHQWV�RI�LWV�HPSOR\HHV���:KLOH�EULQJLQJ

HPSOR\HHV�SDLG�E\�WKH�KRXU�LQWR�XSIURQW�SODQQLQJ��WUDLQLQJ�WKHP�RQ�TXDOLW\��DQG

PDNLQJ�WKHP�DFFRXQWDEOH�IRU�WKH�ILQDO�LQVSHFWLRQ�RI�SURGXFWV��WKH�FRUSRUDWLRQ�KDV

JDLQHG�QHZ�FXVWRPHUV�LQ�RYHU����QDWLRQV��LQ�WKH�FRPSHWLWLYH�DXWRPRWLYH�LQGXVWU\�

2QH�YLFH�SUHVLGHQW�RI�WKH�FRUSRUDWLRQ�VWDWHG�WKH�FRPSDQ\�SROLF\�LV�WR�WU\�WR

LPSOHPHQW�HYHU\�LGHD�VXEPLWWHG�WKURXJK�WKH�TXDOLW\�SURFHVV���7KHVH�SUDFWLFHV�EXLOW

VWURQJ�FRPPLWPHQW�DW�WKH�HPSOR\HH�OHYHO�DV�HYLGHQFHG�E\�WKH�FRPSDQ\
V�VXFFHVV���,W

ZRQ�WKH�0DOFROP�%DOGULJH�1DWLRQDO�4XDOLW\�$ZDUG�DV�ZHOO�DV�WKH�6KLJHR�6KLQJR

3UL]H�IRU�0DQXIDFWXULQJ�([FHOOHQFH�DZDUGHG�E\�WKH�JRYHUQPHQW�RI�-DSDQ�

7KH�PRVW�HIIHFWLYH�ZD\�WR�HQFRXUDJH�FRPPLWPHQW�RI�WKH�HPSOR\HH�OHYHO�WR

TXDOLW\�LV�WKURXJK�HPSRZHUPHQW���7KLV�GRHV�QRW�PHDQ�OHWWLQJ�DQ\�HPSOR\HH�GR

ZKDWHYHU�KH�RU�VKH�GHFLGHV�LQ�WKH�RUJDQL]DWLRQ���,W�LV�PRUH�OLNH�OHWWLQJ�HYHU\

HPSOR\HH�GR�ZKDW�KH�RU�VKH�GHFLGHV�RQ�SURFHVVHV�IRU�ZKLFK�WKH\�DUH�UHVSRQVLEOH

DQG�DFFRXQWDEOH���$�SHUVRQ�DVVLJQHG�WR�D�MRE�LQ�WKH�$LU�)RUFH�XVXDOO\�KDV�VRPH

JXLGDQFH�DQG�H[SHFWHG�UHVXOWV���7KLV�DXWKRU��DV�D�VTXDGURQ�FRPPDQGHU��XVHG�WKH

IROORZLQJ�UXOH�IRU�HPSRZHUPHQW���(PSOR\HHV�DFFRXQWDEOH�IRU�REWDLQLQJ�UHVXOWV
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FRXOG�FKDQJH�WKHLU�SURFHVV�DV�WKH\�ZLVKHG�DV�ORQJ�DV�WKH\�GLG�QRWKLQJ�LOOHJDO�

XQVDIH��RU�WKDW�YLRODWHG�KLJKHU�OHYHO�JXLGDQFH�VXFK�DV�UHJXODWLRQV����,Q�DGGLWLRQ�

WKH\�FRXOG�UHTXHVW�D�ZDLYHU�RU�FKDQJH�WR�UHJXODWLRQV�ZKHQ�LPSURYHPHQW�RI�WKH

SURFHVV�MXVWLILHG�LW���7KHVH�VLPSOH�UXOHV�NHSW�WKH�HPSOR\HHV�DFFRXQWDEOH�IRU�WKHLU

SDUW�RI�WKH�PLVVLRQ��WKHLU�MRE��JDYH�WKHP�D�JUHDW�DPRXQW�RI�DXWRQRP\��DQG�SURYLGHG

VRPH�DVVXUDQFH�QRWKLQJ�WUXO\�GDPDJLQJ�ZRXOG�RFFXU��DW�OHDVW�GXH�WR�WKH

HPSRZHUPHQW�DVSHFW��EHFDXVH�WKH\�VWLOO�KDG�WR�FRPSO\�ZLWK�UHJXODWRU\�DQG�VDIHW\

JXLGHOLQHV�

0HPEHUV�RI�WKH�VTXDGURQ�FLWHG�DERYH�ZHUH�VXUSULVHG�KRZ�PDQ\

LPSURYHPHQWV�FRXOG�EH�PDGH�WR�WKHLU�SURFHVVHV�ZLWKRXW�YLRODWLQJ�WKH�OLPLWV�RI�WKHLU

HPSRZHUPHQW���'XULQJ�WKH�HDUO\�LPSOHPHQWDWLRQ�RI�TXDOLW\�LQ�WKH�VTXDGURQ�

PHPEHUV�UHTXHVWHG�UHOLHI�IURP�UHVWULFWLRQV�WKH\�KDG�VHW�RU�DVVXPHG�RQ�WKHLU�RZQ

SURFHVVHV���7KH�OHDGHUVKLS
V�WDVN�ZDV�WR�KHOS�HPSOR\HHV�XQGHUVWDQG�WKHLU�OHHZD\�LQ

DFFRPSOLVKLQJ�WKH�PLVVLRQ���2QFH�HPSOR\HHV�EHFDPH�DFFXVWRPHG�WR�PRUH�DXWRQRP\�

WKH\�LPSURYHG�WKHLU�DELOLW\�WR�GLVFRYHU�RSSRUWXQLWLHV�IRU�LPSURYHPHQW�LQ�WKHLU

SURFHVVHV���6XFK�HDUO\�VXFFHVVHV��DQG�PDQDJHPHQW
V�ZLOOLQJQHVV�WR�ULVN�OHWWLQJ

HPSOR\HHV�PDNH�FKDQJHV��TXLFNO\�LQFUHDVHG�HPSOR\HH�FRPPLWPHQW�

7KH�$LU�)RUFH�ZLVKHV�WR�UHGXFH�WKH�XVH�RI�R]RQH�GHSOHWLQJ�FKHPLFDOV�VXFK�DV

PHWK\OHQH�FKORULGH�ZKLFK�KDV�EHHQ�XVHG�WR�VWULS�SDLQW�IURP�DLUFUDIW�LQ�GHSRW�

0DQDJHPHQW�DW�:DUQHU�5RELQV�$LU�/RJLVWLFV�&HQWHU��$/&��HPSRZHUHG�D�WHDP

UHVSRQVLEOH�IRU�VWULSSLQJ�WKH�SDLQW�IURP�&�����DLUFUDIW�WR�GHYLVH�D�PRUH

HQYLURQPHQWDOO\�IULHQGO\�SURFHVV���7KH�WHDP�RZQHG�WKH�SURFHVV��NQHZ�WKH�SURFHVV

EHWWHU�WKDQ�DQ\RQH�HOVH��DQG�UHGXFHG�WKH�DPRXQW�RI�PHWK\OHQH�FKORULGH�XVHG�IURP

���WR�RQH�EDUUHO�SHU�DLUFUDIW���,Q�DGGLWLRQ��WKH\�UHGXFHG�PDWHULHO�FRVWV�E\�RYHU���

SHU�FHQW����������������:RUN�WHDPV�LQ�D�ZLGH�YDULHW\�RI�PLVVLRQ�DUHDV�FRXOG�ZHOO

PDNH�FRPSDUDEO\�JUHDW�LPSURYHPHQWV�LQ�WKHLU�RZQ�JURXS�RU�VTXDGURQ�SURFHVVHV

ZKHQ�DSSURSULDWHO\�HPSRZHUHG�
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%HFDXVH�WKHUH�DUH�PDQ\�PRUH�HPSOR\HH�OHYHO�PHPEHUV�RI�DQ�RUJDQL]DWLRQ

WKDQ�PDQDJHPHQW�DQG�WRS�OHDGHUVKLS�SHRSOH��WHDPZRUN�LV�PRVW�HYLGHQW�DW�WKLV

OHYHO���:KHQ�HPSOR\HHV�DUH�ZRUNLQJ�LQ�WHDPV��HLWKHU�RQ�D�WDVN�RU�LQ�LPSURYLQJ�D

SURFHVV��PDQDJHPHQW�VKRXOG�DUUDQJH�WR�JLYH�WKH�WHDP�DXWKRULW\�DQG�GHFLVLRQ�ULJKWV

RQ�WKHLU�DFWLYLW\���7KLV�EXLOGV�WUXVW�EHWZHHQ�PDQDJHPHQW�DQG�ZRUNHU��LQFUHDVLQJ

WKH�QXPEHU�RI�LGHDV�RIIHUHG�DQG�WKH�ZLOOLQJQHVV�WR�WDNH�ULVNV���$V�WKH�SHUFHSWLRQ

VSUHDGV�WKDW�HYHU\RQH�FDQ�FRQWULEXWH�DQG�WHDPV�FDQ�PDNH�GHFLVLRQV�WR�LPSOHPHQW

LPSURYHPHQWV��SURFHVV�LPSURYHPHQWV�ZLOO�SUROLIHUDWH�WKURXJKRXW�WKH�RUJDQL]DWLRQ

�������������7KLV�W\SH�RI�DFWLYLW\��REYLRXVO\�EHQHILFLDO�WR�WKH�RUJDQL]DWLRQ��FRQWLQXHV

WR�UHLQIRUFH�FRPPLWPHQW�RI�WKH�LQGLYLGXDOV�DQG�RSHQV�WKH�ZD\�WR�IXUWKHU

LPSURYHPHQWV�

,Q�$LU�)RUFH�0DWHULHO�&RPPDQG
V�(OHFWURQLF�6\VWHPV�&HQWHU��OHDGHUVKLS

GHWHUPLQHG�UHFRJQLWLRQ�PXVW�EH�FRQFHQWUDWHG�RQ�WHDPV�WR�HQKDQFH�FRQWLQXRXV

LPSURYHPHQW�RI�SURFHVVHV���7KH�FHQWHU�UHFRJQL]HG�YLUWXDOO\�DQ\�JURXS�RI

LQGLYLGXDOV�ZRUNLQJ�WRJHWKHU�LQ�LWV�VXERUGLQDWH�RUJDQL]DWLRQV�DV�ERQD�ILGH�WHDPV

TXDOLI\LQJ�IRU�DQ�DZDUG���$Q\�LQGLYLGXDO�FRXOG�VXEPLW�QRPLQDWLRQV�IRU�DQ\�WHDP�RQ

D�TXDUWHUO\�EDVLV��DQG�WKH�4XDOLW\�6WHHULQJ�*URXS�FRXOG�FHUWLI\�DQ�XQOLPLWHG

QXPEHU�RI�VXEPLVVLRQV�DV�ZLQQHUV����������������7KLV�SURJUDP�SURYLGHV

RXWVWDQGLQJ�RSSRUWXQLW\�WR�UHFRJQL]H�DQG�UHZDUG�RUJDQL]DWLRQDO�PHPEHUV�ZKR

ZRUN�FRRSHUDWLYHO\�LQ�WHDPV�WR�LPSURYH�WKH�SURFHVVHV�IRU�ZKLFK�WKH\�DUH

UHVSRQVLEOH���(DFK�WHDP�DZDUG�KDV�WKH�SRWHQWLDO�WR�UHLQIRUFH�SRVLWLYH�HPSOR\HH

EHKDYLRUV�DQG�WKHLU�FRPPLWPHQW�WR�WKH�TXDOLW\�FRQFHSW�

7KH�0LOOLNHQ�&RQWUDFW�&DUSHWV�FRPSDQ\�RSHUDWHV�D�JUHDW�QXPEHU�RI�WHDPV�WR

ZRUN�ZLWK�SURFHVVHV��ZLWK�FXVWRPHUV��DQG�ZLWK�VXSSOLHUV���7KH�FRPSDQ\�VROLFLWV

LGHDV�WKURXJK�LWV��RSSRUWXQLWLHV�IRU�LPSURYHPHQW���SURJUDP�ZKLFK�KDV�SURFHGXUHV

WR�HQVXUH�HYHU\�LGHD�LV�VHULRXVO\�FRQVLGHUHG���7KH�HPSOR\HH�VXEPLWV�WKH�LGHD�WR�D

VXSHUYLVRU�ZKR�LV�WR�SURYLGH�D�UHVSRQVH�ZLWKLQ����KRXUV�DQG�WKDQN�WKH�HPSOR\HH
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IRU�WKH�VXJJHVWLRQ���7KH�VXSHUYLVRU�DOVR�HLWKHU�H[SODLQV�ZK\�D�VXEPLVVLRQ�GRHV�QRW

TXDOLI\�IRU�DFWLRQ��VWDUWV�FUHDWLQJ�D�WHDP�WR�ZRUN�WKH�RSSRUWXQLW\��RU�FRPPLWV�WR

VSHDN�WR�VRPHRQH�HOVH�ZKHQ�QHFHVVDU\�DQG�JLYH�D�IXOOHU�UHVSRQVH�ZLWKLQ����KRXUV�

7KH�WKDQNV�JLYHQ�WR�HPSOR\HHV�DUH�FRQVLVWHQW�ZLWK�WKH�FRPSDQ\
V�SROLF\�RI

HPSKDVL]LQJ�QRQ�ILQDQFLDO�UHZDUGV�DQG�DWWHPSWLQJ�WR�UHFRJQL]H�LQGLYLGXDOV�LQ

VKDULQJ�VXFFHVV���7KH�FRPSDQ\�UHFHLYHV�D�JUHDW�QXPEHU�RI�LGHDV�IRU�WHDPV�WR�ZRUN

RQ����������������7KH�SURPSW�UHVSRQVH�WLPH�FRQVWUDLQWV�DQG�DFFRXQWDELOLW\�RI�WKH

VXSHUYLVRU�WR�JLYH�D�UHVSRQVH�UHLQIRUFH�WKH�HPSOR\HH
V�LQFOLQDWLRQ�WR�FRQWULEXWH

LGHDV�

:KHWKHU�GXH�WR�IHDU��LQGLIIHUHQFH��RU�ZKDWHYHU�RWKHU�UHDVRQ��VRPH�HPSOR\HHV

ZLOO�QRW�LPPHGLDWHO\�FRPPLW�WR�TXDOLW\�DQG�FRQWULEXWH�WR�LPSURYLQJ�ZRUN

SURFHVVHV���+RZHYHU��ZKHQ�WKH�RUJDQL]DWLRQ
V�OHDGHUVKLS�EHJLQV�LPSOHPHQWDWLRQ�RI

TXDOLW\��PHPEHUV�RI�WKH�RUJDQL]DWLRQ�ZLOO�EH�DVVLJQHG�WR�SURFHVV�DFWLRQ�WHDPV�DQG

ZRUN�JURXS�WHDPV�WR�XVH�TXDOLW\�WHFKQLTXHV�ZKHWKHU�WKH\�YROXQWHHU�WR�SDUWLFLSDWH

RU�QRW���7KHVH��QRQ�YROXQWDU\��PHPEHUV�ZLWQHVV�TXDOLW\�WHDP�DFWLRQV��OLNH�LW�RU�QRW�

DQG�REVHUYH�WKH�VXFFHVVHV�RI�WHDPV�LQ�WDNLQJ�WKH��ORZ�KDQJLQJ�IUXLW����%\�TXLFNO\

LPSOHPHQWLQJ�FKDQJHV�DQG�VDYLQJ�UHVRXUFHV�RU�LPSURYLQJ�TXDOLW\�RI�RXWSXW

LPPHGLDWHO\��WRS�OHDGHUVKLS�QRW�RQO\�UHLQIRUFHV�WKH�FRPPLWPHQW�RI��RQ�ERDUG�

SHUVRQQHO��EXW�HYHQWXDOO\�ZLQV�RYHU�WKRVH�PHPEHUV�WKDW�LQLWLDOO\�UHVLVWHG

LPSOHPHQWDWLRQ�RI�WKH�FRQFHSW���7KHVH�PHPEHUV�KDYH�WKH�SRWHQWLDO�WR�EHFRPH�WKH

VRXUFH�RI�WKH�VHFRQG�ZDYH�RI�QHZ�LGHDV�DV�WKH�RULJLQDO�HQWKXVLDVWV�EHJLQ�WR�UXQ�ORZ

RQ�LQSXWV���������

7KH�LQYROYHPHQW�RI�WRS�OHDGHUVKLS�DQG�PDQDJHPHQW�SHUVRQQHO�DV�PHPEHUV

RI�WHDPV�PRVWO\�PDGH�XS�RI�HPSOR\HHV�ZLOO�UHLQIRUFH�HPSOR\HH�FRPPLWPHQW�WR�WKH

TXDOLW\�FRQFHSW�DV�PHQWLRQHG�EULHIO\�LQ�SUHYLRXV�VHFWLRQV�RI�WKLV�SDSHU���(PSOR\HHV

PXVW�VHH�WKHLU�OHDGHUVKLS�DFWLYHO\�VSRQVRULQJ�WKH�QHZ�ZD\�RI�GRLQJ�WKLQJV�EHIRUH

WKH\�ZLOO�FRPPLW�WR�FKDQJH���,Q�DGGLWLRQ��WKH�WRS�OHDGHUVKLS�DQG�PDQDJHPHQW
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SHUVRQQHO�LQYROYHG�VKRXOG�EH�D�VRXUFH�RI�H[SHUWLVH�XVHIXO�LQ�LPSURYLQJ�WKH�WHDP

G\QDPLFV��IXUWKHU�EHQHILWLQJ�WKH�HPSOR\HH�SDUWLFLSDQWV��������������7KH�LQWHUDFWLRQ

RI�WRS�OHDGHUVKLS��QRUPDOO\�IDU�UHPRYHG�IURP�GD\�WR�GD\�WDVNV��ZLWK�WKH�HPSOR\HHV

ZLOO�FORVH�WKH�ORRS�RI�FRPPLWPHQW�WR�TXDOLW\�IURP�WKH�YHU\�WRS�RI�WKH�RUJDQL]DWLRQ�WR

WKRVH�ZKR�PXVW�PDNH�WKH�TXDOLW\�FXOWXUH�D�UHDOLW\�



��

&+$37(5�,,,

3/$11,1*

0HPEHUV�RI�WKH�RUJDQL]DWLRQ��XQGHU�WKH�WRS�OHDGHUVKLS
V�GLUHFWLRQ��PXVW

GHYHORS�DQG�LPSOHPHQW�HIIHFWLYH�SODQV�IRU�VXFFHVVIXO�TXDOLW\�FRQFHSW

LPSOHPHQWDWLRQ���&HUWDLQO\��FRPPLWWHG�SHRSOH�WKURXJKRXW�WKH�RUJDQL]DWLRQ�FDQ

�WKLQN�TXDOLW\���EXW�WKH�TXDOLW\�RI�WKH�RUJDQL]DWLRQ�ZLOO�QRW�LPSURYH�VLJQLILFDQWO\

XQOHVV�WKH�SHRSOH�KDYH�SODQV�WKH\�FDQ�XVH�WR�FKDQJH�WKRXJKW�LQWR�HIIHFWLYH�DFWLRQ�

7KH�SODQV�PXVW�EH�SURDFWLYH��FRYHU�DOO�DUHDV�RI�WKH�RUJDQL]DWLRQ��DQG�SHUPLW

LQYROYHPHQW�RI�PHPEHUV�IURP�DOO�OHYHOV�RI�WKH�RUJDQL]DWLRQ��������������,Q�DGGLWLRQ�

DOO�PHPEHUV�PXVW�FOHDUO\�XQGHUVWDQG�WKH�SODQV��SURYLGLQJ�D�SLFWXUH�RI�ZKDW�WKH

TXDOLW\�RUJDQL]DWLRQ�ZLOO�EH�DQG�ZKDW�HDFK�PHPEHU
V�SDUWLFLSDWLRQ�ZLOO�HQWDLO���7KH

EHVW�ZD\�WR�SURYLGH�VXFK�SODQV�IRU�TXDOLW\�LV�WR�OLQN�DQ�RUJDQL]DWLRQ�ZLGH�VWUDWHJLF

SODQ�GRZQ�WKURXJK�WKH�OHYHOV�RI�WKH�RUJDQL]DWLRQ�WR�VSHFLILF�WDFWLFDO�SODQV�DW�WKH

HPSOR\HH�OHYHO�

675$7(*,&�3/$11,1*

6WUDWHJLF�SODQQLQJ�KDV�EHHQ�GHILQHG�LQ�VHYHUDO�ZD\V���2QH�RI�WKH�VLPSOHVW

GHILQLWLRQV�UHDGV��D�GLVFLSOLQHG�HIIRUW�WR�SURGXFH�IXQGDPHQWDO�GHFLVLRQV�DQG�DFWLRQV

WKDW�VKDSH�DQG�JXLGH�ZKDW�DQ�RUJDQL]DWLRQ��RU�RWKHU�HQWLW\��LV��ZKDW�LW�GRHV��DQG

ZK\�LW�GRHV�LW����[LL�����&DPLOOXV�GHVFULEHV�VWUDWHJLF�SODQQLQJ�DV�D�MRE�UHVHUYHG�IRU

WKH�YHU\�WRS�OHDGHUVKLS�RI�DQ�RUJDQL]DWLRQ��DQG�ZKLFK�GHWHUPLQHV�WKH

RUJDQL]DWLRQ
V�REMHFWLYHV��DOORFDWHV�WKH�UHVRXUFHV�WKDW�ZLOO�EH�XVHG�WR�DFKLHYH�WKH

REMHFWLYHV��DQG�PDNHV�WKH�SROLFLHV�IRU�RUJDQL]DWLRQDO�XVH�RI�WKH�UHVRXUFHV����������6W

/DZUHQFH�DQG�6WLQQHWW�VWDWH�WKDW�OLPLWLQJ�ZLGH�SDUWLFLSDWLRQ�LQ�FUHDWLQJ�WKH
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VWUDWHJLF�SODQ�LV�D�FRPPRQ�SUREOHP�WKDW�OLPLWV�FUHDWLYLW\��UHVWULFWV�IHHGEDFN��DQG

UHGXFHV�XQGHUVWDQGLQJ�DQG�FRPPLWPHQW�WR�WKH�SODQ�����������7KH�*RYHUQPHQW

3HUIRUPDQFH�DQG�5HVXOWV�$FW�RI������JLYHV�VSHFLILF�UHTXLUHPHQWV�IRU�HDFK�DJHQF\�LQ

VXEPLWWLQJ�VWUDWHJLF�SODQV�IRU�SURJUDP�DFWLYLWLHV���7KH�SODQV�PXVW�LQFOXGH�D

PLVVLRQ�VWDWHPHQW��JRDOV�DQG�REMHFWLYHV��H[SODQDWLRQV�IRU�SODQQHG�DFKLHYHPHQW�RI

WKH�JRDOV�DQG�REMHFWLYHV��RXWVLGH�OLPLWLQJ�IDFWRUV�WKDW�FRXOG�LPSDFW�DFKLHYLQJ�JRDOV�

DQG�KRZ�JRDOV�DUH�HVWDEOLVKHG�DQG�UHYLVHG���7KH�DFW�DOVR�UHTXLUHV�WKH�VWUDWHJLF�SODQ

WR�ORRN�IRUZDUG�DW�OHDVW�ILYH�\HDUV�DQG�EH�UHYLVHG�DW�OHDVW�HYHU\�WKUHH�\HDUV���������

7KLV�KLJK�OHYHO�JXLGDQFH�SURYLGHV�XVHIXO�LQSXW�WR�FRPPDQGHUV�DW�JURXS�OHYHO�RU

EHORZ�LQ�GHYLVLQJ�VWUDWHJLF�SODQV�

2EYLRXVO\��VWUDWHJLF�SODQQLQJ�LV�QRW�LGHQWLFDO�LQ�WKH�PLQGV�RI�DOO��EXW�RQH�FDQ

GLVFHUQ�FRPPRQ�HOHPHQWV�LQ�PDQ\�RI�WKH�GHILQLWLRQV�VXIILFLHQW�WR�GHVFULEH�WKH

LPSRUWDQFH�RI�VWUDWHJLF�SODQQLQJ�WR�VXFFHVVIXO�LPSOHPHQWDWLRQ�RI�WKH�TXDOLW\

FRQFHSW�LQ�DQ�$LU�)RUFH�RUJDQL]DWLRQ���$W�HYHU\�OHYHO��LQFOXGLQJ�JURXS�DQG�EHORZ�

RUJDQL]DWLRQV�VKRXOG�KDYH�D�VWUDWHJLF�SODQ�WR�SURYLGH�GLUHFWLRQ�IRU�ZKHUH�WKH

RUJDQL]DWLRQ�LV�JRLQJ�DQG�ZKDW�LW�VKRXOG�EH�GRLQJ�IRU�VXFFHVV�RYHU�WKH�ORQJ�WHUP�

7KH�SODQ�IRFXVHV�XQLW�HIIRUWV�RQ�DWWDLQLQJ�WKH�GHVLUHG�HQG�VWDWH���7KH�SXEOLF�ODZ
V

PLQLPXP�RI�ILYH�\HDUV�LV�DQ�DFFHSWDEOH�PLQLPXP�VSDQ��ILYH�WR�WZHQW\�\HDUV�PLJKW

EH�DSSURSULDWH�DV�D�UDQJH�IRU�$LU�)RUFH�JURXSV�DQG�VTXDGURQV���$OWKRXJK�WKH�ORQJHU

WLPH�IUDPH�PD\�VHHP�UHPRWH�WR�XQLWV�DEVRUEHG�LQ�GDLO\�RSHUDWLRQV��LW�ZLOO�IRUFH

DWWHQWLRQ�WR�GHYHORSLQJ�SHRSOH�DQG�VNLOOV�IRU�D�FKDQJLQJ�HQYLURQPHQW���*RDOV�ZLWK

VXSSRUWLQJ�REMHFWLYHV��UHFRJQLWLRQ�RI�OLPLWLQJ�IDFWRUV��DQG�LQYROYHPHQW�RI�WRS

OHDGHUVKLS�VHHP�WR�EH�QRQ�FRQWURYHUVLDO�LQJUHGLHQWV�RI�D�VWUDWHJLF�SODQ���7KH�YLVLRQ

IRU�DQ�RUJDQL]DWLRQ�LV�D�UHVSRQVLELOLW\�RI�WRS�OHDGHUVKLS��RU�LQGHHG�WKH�LQGLYLGXDO

WRS�OHDGHU��&(2�RU�&RPPDQGHU������������2QFH�WKH�OHDGHUVKLS�SURYLGHV�WKH�YLVLRQ�

ZLGH�SDUWLFLSDWLRQ�RI�LQGLYLGXDOV�WKURXJKRXW�WKH�RUJDQL]DWLRQ�LQ�FUHDWLQJ�WKH



��

VWUDWHJLF�SODQ�ZRXOG�FHUWDLQO\�LPSURYH�LPSOHPHQWDWLRQ�LI�RQH�DFFHSWV�WKH�SUHFHSWV

RI�TXDOLW\�

7+(����67(3�02'(/

7KH�$LU�)RUFH�4XDOLW\�,QVWLWXWH�KDV�SURYLGHG�DQ����VWHS�VWUDWHJLF�SODQQLQJ

SURFHVV�WKDW�HQFRPSDVVHV�DOO�WKH�HVVHQWLDO�FRPSRQHQWV��IURP�SODQQLQJ�WR�SODQ�WR

DQQXDO�UHYLHZ�RI�WKH�SODQ���7KH����VWHSV�DUH�RXWOLQHG�EHORZ��DORQJ�ZLWK

LPSOHPHQWDWLRQ�VWUDWHJLHV�IRU�XVH�DW�JURXS�OHYHO�DQG�EHORZ�

7KH�ILUVW�VWHS�LQ�VWUDWHJLF�SODQQLQJ�LV�SODQQLQJ�WR�SODQ���'XULQJ�WKLV�VWHS�

QHFHVVDU\�DW�HYHU\�OHYHO�RUJDQL]DWLRQ��WKH�SODQQHUV�PXVW�HQVXUH�WKH�XQLW�ZLOO�PDNH

D�VHULRXV�HIIRUW�WR�FUHDWH�D�SODQ�WR�JXLGH�WKHLU�RUJDQL]DWLRQ�LQWR�D�IXWXUH�WKDW�XVHV

TXDOLW\�WHFKQLTXHV�WR�LPSURYH�LWV�LPSRUWDQW�SURFHVVHV���7KLV�VWHS�UHTXLUHV�WKH

FRPPLWPHQW��WUXVW��DQG�WHDPZRUN�RI�WKH�HQWLUH�RUJDQL]DWLRQ�LI�WKH�VWUDWHJLF�SODQ

ZLOO�EH�D�VXFFHVV��������������7KH�DFWLRQV�UHTXLUHG�WR�EXLOG�FRPPLWPHQW�DW�DOO�OHYHOV

RI�WKH�RUJDQL]DWLRQ�GHVFULEHG�LQ�FKDSWHU�,,��LI�VXFFHVVIXO��ZLOO�KDYH�SUHSDUHG�WKH

RUJDQL]DWLRQ�WR�FUHDWH�D�YDOXDEOH�VWUDWHJLF�SODQ���$W�WKH�VTXDGURQ�FRPPDQGHG�E\

WKLV�DXWKRU��WRS�OHDGHUVKLS�VSHQW�RYHU�WZR�\HDUV�FRQFHQWUDWLQJ�KHDYLO\�RQ

GHYHORSLQJ�FRPPLWPHQW�RI�XQLW�PHPEHUV�WR�WKH�TXDOLW\�FRQFHSW��FRQGXFWLQJ

WUDLQLQJ�LQ�TXDOLW\�WHFKQLTXHV��LPSOHPHQWLQJ�SURFHVV�LPSURYHPHQWV��DQG�EXLOGLQJ

WUXVW�LQ�WKH�QHZ��TXDOLW\�ZD\�RI�GRLQJ�WKLQJV���7KH�OHDGHUVKLS�GLUHFWHG�HIIRUWV�DW

LPSURYLQJ�WKH�SURFHVVHV�WKDW�VXSSRUWHG�WKH�WUDGLWLRQDO�XQLW�PLVVLRQ�DQG�ILYH�EURDG�

DQQXDO�VTXDGURQ�JRDOV����:KHQ�LW�ZDV�WLPH�WR�EHJLQ�FUHDWLQJ�D�VWUDWHJLF�SODQ�

HVVHQWLDOO\�DOO�XQLW�PHPEHUV�ZHUH�ERXJKW�LQ�WR�TXDOLW\�DQG�UHDG\�WR�SDUWLFLSDWH

FRQVWUXFWLYHO\���:KLOH�WKLV�LV�QRW�D�UHFRPPHQGDWLRQ�WR�ZDLW�RYHU�WZR�\HDUV�EHIRUH

EHJLQQLQJ�D�VWUDWHJLF�SODQ��GRLQJ�WKH�DFWLRQV�GLVFXVVHG�LQ�FKDSWHU���ZLOO�FUHDWH�WKH

SURSHU�IUDPH�RI�PLQG�IRU�WKRVH�XQLW�SHUVRQQHO�ZKR�PXVW�ZRUN�RQ�WKH�SODQ�
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2QFH�WKH�SODQQHUV�GHWHUPLQH�WKH\�DUH�UHDG\�WR�SODQ��WKH\�PXVW�FDUHIXOO\

DVVHVV�WKH�YDOXHV�RI�WKHLU�RUJDQL]DWLRQ���,Q�WKLV�VWHS��WKH�SODQQHUV�PXVW�DVVHVV�KRZ

WKH�RUJDQL]DWLRQ
V�PHPEHUV�IHHO�DERXW�WKH�SHUFHLYHG�YDOXHV���7KHVH�IHHOLQJV

FRQVWUXFW�WKH�FXOWXUH�RI�WKH�RUJDQL]DWLRQ�DQG�ZLOO�LQIOXHQFH�PDQ\�FUXFLDO�GHFLVLRQV

����������)RU�DQ\�$LU�)RUFH�RUJDQL]DWLRQ�HPEDUNLQJ�RQ�WKLV�VWHS��WKHUH�LV�DQ�HDV\

VWDUW���7KH�$LU�)RUFH�KDV�DUWLFXODWHG�LWV�RYHUDUFKLQJ�YDOXHV��VXFK�DV�FRPSHWHQFH

DQG�VHUYLFH��DQG�PRVW�RUJDQL]DWLRQV�ZLOO�KDYH�UHFHLYHG�DGGLWLRQDO�LQSXW�RQ�YDOXHV

IURP�WKHLU�LQWHUPHGLDWH�KHDGTXDUWHUV���:RUNLQJ�ZLWK�WKH�YDOXHV�WUDQVPLWWHG�IURP

DERYH��WKH�SODQQHUV�FDQ�DGG�RU�PRGLI\�DV�UHTXLUHG�DQG�VROLFLW�IHHGEDFN�IURP�WKH

RUJDQL]DWLRQ
V�PHPEHUV�DW�ODUJH���2Q�WKH�EDVLV�RI�WKH�IHHGEDFN�UHFHLYHG��WKH

SODQQHUV�FDQ�FRQILGHQWO\�OLVW�WKH�YDOXHV�RI�WKH�RUJDQL]DWLRQ�DQG�FRQVXOW�WKHP�DV

WKH\�FRQWLQXH�WR�GHYHORS�WKH�VWUDWHJLF�SODQ�

7KH�WKLUG�VWHS�RI�WKH�SURFHVV�LV�WR�DQDO\]H�WKH�XQLW�PLVVLRQ���7KH�PLVVLRQ

DQDO\VLV�HQVXUHV�WKH�PLVVLRQ�VWDWHPHQW�DFFXUDWHO\�GHVFULEHV�WKH�XQLW
V�UHDVRQ�IRU

EHLQJ���$W�WKH�PDFUR�OHYHO��PLVVLRQ�DQDO\VLV�PXVW�FRQVLGHU�WKH��IDFWRUV�WKDW�DIIHFW

WKH�PLVVLRQ��WKH�FXVWRPHUV�DQG�VXSSOLHUV�WRJHWKHU�ZLWK�WKHLU�UHTXLUHPHQWV��WKH�NH\

UHVXOW�DUHDV�IRU�WKH�XQLW��DQG�WKH�NH\�SURFHVVHV�WKDW�DFKLHYH�UHVXOWV������������

'XULQJ�WKLV�VWHS��WKH�SODQQHUV�PXVW�PDLQWDLQ�D�WRS�OHYHO�YLHZSRLQW�DQG�DYRLG

JHWWLQJ�WRR�VSHFLILF���/RZHU�OHYHO�HPSOR\HHV�ZLOO�XVH�WKH�VWUDWHJLF�SODQ�DV�JXLGDQFH

LQ�GHYHORSLQJ�WDFWLFDO�SODQV�IRU�WKHLU�DUHDV�RI�WKH�RUJDQL]DWLRQ�

7KH�QH[W�VWHS�LV�HQYLVLRQLQJ�WKH�IXWXUH�ZKLFK�SURYLGHV�WKH�IRXQGDWLRQ�IRU�WKH

XQLW
V�YLVLRQ�VWDWHPHQW��JRDOV��DQG�PHWULFV�����������7KH�YLVLRQ�IRU�WKH�RUJDQL]DWLRQ

SRLQWV�WKH�GLUHFWLRQ��D�WDVN�ORQJ�UHFRJQL]HG�DV�D�OHDGHUVKLS�UHVSRQVLELOLW\���7KH

YLVLRQ�PXVW�SURYLGH��D�UHDOLVWLF��FUHGLEOH��DWWUDFWLYH�IXWXUH��IRU�WKH�RUJDQL]DWLRQ

��������7KH�VWUDWHJLF�SODQ�PXVW�FRYHU�DOO�DUHDV�RI�DQ�RUJDQL]DWLRQ��HQDEOLQJ�DOO

PHPEHUV�WR�XQGHUVWDQG�ZKHUH�WKH\�FDQ�FRQWULEXWH���7KXV��WKHUH�PXVW�EH�D�ORZHU
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OHYHO�SODQ�RU�SODQV�WKDW�IORZ�GRZQ�IURP�WKH�VWUDWHJLF�SODQ�IRU�HDFK�VXE�RUJDQL]DWLRQ

LQ�ZKLFK�HPSOR\HHV�ZRUN�

:KHQ�WKH�FRPPDQGHU�RI�:DUQHU�5RELQV�$/&�LQ������GLUHFWHG�KLV�VHQLRU

PDQDJHUV�WR�FUHDWH�D�VWUDWHJLF�SODQ��KH�SURYLGHG�EURDG�JXLGDQFH���+H�UHTXHVWHG�D

VWUDWHJLF�SODQ�ZKLFK�ZRXOG�DOORZ�WKH�$/&�WR��SURYLGH�UHVSRQVLYH��ORQJ�WHUP


VXSSOLHU�RI�FKRLFH
�FXVWRPHU�VXSSRUW�ZHOO�LQWR�WKH�QH[W�FHQWXU\�����������$OWKRXJK

DW�JURXS�OHYHO�DQG�EHORZ��DQ�RUJDQL]DWLRQ
V�PLVVLRQ�LV�PRUH�QDUURZO\�GHILQHG��WKH

XQLW�FRPPDQGHU�VKRXOG�SURYLGH�VXFK�JHQHUDO�JXLGDQFH�WR�HQFRXUDJH�WKH�ZLGH�

UDQJLQJ�WKRXJKW�WKDW�UHVXOWV�LQ�VLJQLILFDQW�LPSURYHPHQWV�WR�DQ�RUJDQL]DWLRQ�

7KH�ILIWK�VWHS�LV�WR�DVVHVV�FXUUHQW�FDSDELOLWLHV��KRZ�ZHOO�NH\�SURFHVVHV�PHHW

WKH�UHTXLUHPHQWV�RI�WKH�XQLW
V�FXVWRPHUV���$�XQLW�VHOI�DVVHVVPHQW�XVLQJ�WKH�4XDOLW\

$LU�)RUFH�&ULWHULD�LV�D�YDOXDEOH�PHDVXUH�RI�WKLV�FDSDELOLW\�����������,Q������WKLV

DXWKRU
V�VTXDGURQ�FRQGXFWHG�D�VHOI�DVVHVVPHQW�DQG�REWDLQHG�D�JUHDW�GHDO�RI

LQIRUPDWLRQ�LQGLFDWLQJ�KRZ�ZHOO�XQLW�SURFHVVHV�PHW�FXVWRPHU�UHTXLUHPHQWV���7R

REWDLQ�XVHIXO�LQIRUPDWLRQ��WKH�WRS�OHDGHUVKLS�ZRUNHG�KDUG�WR�HOLPLQDWH�IHDU�LQ�WKH

PLGGOH�PDQDJHUV�DQG�HPSOR\HHV�LQ�WKH�XQLW���%\�VWUHVVLQJ�WKH�SRLQW�WKH�DVVHVVPHQW

ZRXOG�HVWDEOLVK�D�EDVHOLQH�RQ�ZKLFK�WR�LPSURYH��DQG�GUDZLQJ�RQ�WKH�WUXVW

HVWDEOLVKHG�LQ�REWDLQLQJ�HYHU\RQH
V�FRPPLWPHQW�WR�TXDOLW\��WKH�OHDGHUVKLS

RYHUFDPH�WKH�QDWXUDO�UHOXFWDQFH�WR�LGHQWLI\LQJ�OHVV�WKDQ�IODZOHVV�FDSDELOLWLHV�

6WHS�VL[�RI�WKH�PRGHO�LV�WR�FRQGXFW�D�JDS�DQDO\VLV�E\�FRPSDULQJ�FXUUHQW

FDSDELOLWLHV�ZLWK�WKH�H[SHFWHG�FXVWRPHU�UHTXLUHPHQWV�RI�WKH�IXWXUH���7KH�JDSV

LGHQWLILHG�SURYLGH�WKH�IRXQGDWLRQ�IRU�XQLW�JRDOV���,Q�DGGLWLRQ��WRR�ODUJH�RU�WRR�VPDOO

JDSV�LQGLFDWH�WKH�SODQQHUV�VKRXOG�UHYLVH�WKHLU�YLHZ�RI�WKH�IXWXUH�WR�HQVXUH�D

PHDQLQJIXO�VWUDWHJLF�SODQ���������

7KH�VHYHQWK�VWHS�LV�WR�GHYHORS�WKH�JRDOV�DQG�REMHFWLYHV�IRU�WKH�RUJDQL]DWLRQ

WKDW�ZLOO�ILOO�WKH�JDS�EHWZHHQ�WKH�FDSDELOLWLHV�RI�WKH�XQLW�DQG�WKH�HQYLVLRQHG�IXWXUH

VWDWH���)HHGEDFN�RQ�WKLV�DUHD�IURP�WKH�UHVW�RI�WKH�RUJDQL]DWLRQ�LV�FUXFLDO�EHFDXVH
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WKH�WDFWLFDO�SODQV�PXVW�FRQWDLQ�VXERUGLQDWH��VXSSRUWLQJ�JRDOV�DQG�REMHFWLYHV

����������:KLOH�GHYHORSLQJ�WKH�VWUDWHJLF�SODQ��SODQQHUV�PXVW�HVWDEOLVK�VLJQLILFDQW

JRDOV�WR�GLUHFW�HIIRUWV�WR�VXSSRUW�WKH�YLVLRQ�

'XULQJ�WKLV�SURFHVV�WKH�LQYROYHPHQW�DQG�IHHGEDFN�RI��LGHDOO\��DOO�PHPEHUV�RI

WKH�RUJDQL]DWLRQ�FDQ�LPSURYH�WKH�SODQ�DQG�HQVXUH�D�UXQQLQJ�VWDUW�DW�WKH

LPSOHPHQWDWLRQ���7ZR�ZD\�FRPPXQLFDWLRQ�EXLOGV�DQG�UHLQIRUFHV�WKH�XQGHUVWDQGLQJ

RI�XQLW�SHUVRQQHO�DQG�KHOSV�DFKLHYH�EX\�LQ�WR�WKHLU�SODQ���3DUWLFLSDWLRQ�DW�WKLV�VWDJH

ZLOO�DOVR�SUHSDUH�PLGGOH�PDQDJHPHQW�DQG�HPSOR\HHV�IRU�WKHLU�UROHV�LQ�GHYHORSLQJ

DQG�LPSOHPHQWLQJ�WDFWLFDO�SODQV�QHFHVVDU\�WR�SXW�UXEEHU�RQ�WKH�UDPS�ODWHU�

'HYHORSLQJ�DQG�LPSOHPHQWLQJ�WKH�VWUDWHJLF�SODQ�SURYLGHV�DQ�RSSRUWXQLW\�WR

UHLQIRUFH�WKH�FRPPLWPHQW�RI�WKH�RUJDQL]DWLRQ
V�SHRSOH�WR�WKH�TXDOLW\�FXOWXUH���$LU

&RPEDW�&RPPDQG��$&&���XQGHU�WKH�OHDGHUVKLS�RI�*HQHUDO�-RKQ�0��/RK��WXUQHG

WKHLU�RUJDQL]DWLRQDO�FKDUW�XSVLGH�GRZQ�WR�GHPRQVWUDWH�WKDW�OHDGHUVKLS�DQG

PDQDJHPHQW�RI�WKH�RUJDQL]DWLRQ�LV�WKHUH�WR�VXSSRUW�WKH�HPSOR\HHV�����������,Q�WKLV

PDQQHU��$&&�JLYHV�LWV�SHRSOH�PRUH�RI�D�VWDNH�LQ�WKH�VXFFHVV�RI�WKH�RUJDQL]DWLRQ�DQG

HQFRXUDJHV�WKHP�WR�GHYHORS�DQG�ZRUN�WR�DFKLHYH�PHDQLQJIXO��FKDOOHQJLQJ�JRDOV�

7KH�HLJKWK�VWHS�LV�WR�FUHDWH�IXQFWLRQDO�SODQV�ZLWK�WKH�PLGGOH�PDQDJHUV�DQG

HPSOR\HHV�WR�VXSSRUW�WKH�VWUDWHJLF�SODQ���7KH�IXQFWLRQDO��RU�WDFWLFDO��SODQV�GHOLQHDWH

VXSSRUWLQJ�SURFHVVHV�WKDW�PXVW�DOLJQ�WR�WKH�NH\�SURFHVVHV�LGHQWLILHG�HDUOLHU���������

7KHUH�DUH�LPSRUWDQW�SURFHVVHV�LQ�HDFK�IXQFWLRQDO�DUHD�RI�$LU�)RUFH�RUJDQL]DWLRQV

WKDW�PXVW�VXSSRUW�WKH�KLJKHU�OHYHO�SURFHVVHV�ZKLFK�DFFRPSOLVK�WKH�PLVVLRQ�

7KH�QLQWK�VWHS�LV�PHUHO\�WR�LPSOHPHQW�WKH�SODQV�DQG�EHJLQ�FKDQJLQJ�WKH

RUJDQL]DWLRQ�IURP�LWV�SUHVHQW�VWDWH�WR�WKH�HQYLVLRQHG�IXWXUH�VWDWH�����������7KH�WHQWK

VWHS�LV�WR�FRQGXFW�D�SHULRGLF�UHYLHZ�RI�SURJUHVV�RQ�WKH�IXQFWLRQDO�SODQV�DQG�LQLWLDWH

FKDQJHV�UHTXLUHG�����������)LQDOO\��WKH�HOHYHQWK�VWHS�LV�WR�FRQGXFW�DQ�DQQXDO�UHYLHZ

GXULQJ�ZKLFK�WKH�SODQQHUV�DVVHVV�SURJUHVV�DFURVV�WKH�RUJDQL]DWLRQ��SURYLGH



��

IHHGEDFN�WR�WKH�RUJDQL]DWLRQ��DQG�XVH�WKH�LQIRUPDWLRQ�REWDLQHG�DV�LQSXW�IRU�WKH

QH[W�SODQQLQJ�F\FOH���������

7+(�/21*(5�9,(:

$OWKRXJK�VWUDWHJLF�SODQ�GRHV�QRW�GLUHFWO\�HTXDWH�WR�ORQJ�UDQJH�SODQ��WKH

VWUDWHJLF�SODQ�PXVW�KDYH�D�VRPHZKDW�H[WHQGHG�WLPH�IUDPH���,Q�PDQ\�RUJDQL]DWLRQV�

DQG�FHUWDLQO\�LQ�WKH�$LU�)RUFH��WKH�WRS�OHDGHUVKLS�QRUPDOO\�LV�D�VKRUW�WHUP

LQFXPEHQW�UHZDUGHG�IRU�VKRUW�WHUP�VXFFHVVHV���$FWLYH�GXW\�SHUVRQQHO�DW�HYHU\�OHYHO

RI�WKH�RUJDQL]DWLRQ�QRUPDOO\�URWDWH�RQ�D�VKRUWHU�WLPH�KRUL]RQ�WKDQ�WKH�PLQLPXP

ILYH�\HDUV�DSSOLFDEOH�WR�VWUDWHJLF�SODQV���'HVSLWH�WKLV�GLIILFXOW\��LW�GRHV�QRW�QHJDWH

WKH�LPSRUWDQFH�RI�VWUDWHJLF�SODQQLQJ�LI�WKH�TXDOLW\�FRQFHSW�LV�WR�VXFFHHG�

7KDW�SHRSOH�WHQG�WR�FRQFHQWUDWH�RQ�WKH�WKLQJV�WKH\�DUH�HYDOXDWHG�RQ��DQG

FRQWLQXH�WR�GR�WKH�WKLQJV�IRU�ZKLFK�WKH\�DUH�UHZDUGHG��LV�NH\�WR�RYHUFRPLQJ�WKH

SUREOHP�RI�WKH�VKRUW�WHUP�YLHZ���,QVWLWXWLRQDOO\��WKH�$LU�)RUFH�PXVW�WLH�UHZDUGV�WR

LQGLYLGXDOV
�VXSSRUW�RI�WKH�VWUDWHJLF�SODQ���,I�RQH�DFFHSWV�WKDW�WKH�PLOLWDU\�LV�D

FDOOLQJ�UDWKHU�WKDQ�MXVW�D�MRE��LW�VHHPV�UHDVRQDEOH�WKDW�WKH�ORQJHU�SHRSOH�UHPDLQ�LQ

WKH�PLOLWDU\��DQG�WKH�KLJKHU�UDQNV�WKH\�DFKLHYH��WKH�PRUH�VWURQJO\�WKH\�EHOLHYH�LQ

WKHLU�SURIHVVLRQ�DV�VXFK�D�FDOOLQJ���7KHUHIRUH��DW�WKH�KLJKHVW�OHYHOV�RI�WKH�$LU�)RUFH�

WKH�UHZDUGV�WKDW�WLH�LQGLYLGXDOV�WR�VXSSRUW�RI�WKH�VWUDWHJLF�SODQ�DUH�WKRVH�PRWLYDWHG

E\�VHOIOHVVQHVV�DQG�GHGLFDWLRQ�WR�WKH�VHUYLFH���7KHVH�OHDGHUV��RQFH�FRQYLQFHG�RU

HGXFDWHG�DV�WR�WKH�LPSRUWDQFH�RI�VWUDWHJLF�SODQQLQJ�WR�WKH�VXFFHVV�RI�WKH

RUJDQL]DWLRQ��VKRXOG�VWURQJO\�VXSSRUW�WKH�SODQ�GHVSLWH�WKH�HQWLFHPHQWV�RI�VKRUW�

WHUP�VXFFHVVHV���2Q�WKH�SUDFWLFDO�VLGH��WKHVH�LQGLYLGXDOV��KDYLQJ�UHDFKHG

VLJQLILFDQW�UDQNV�DQG�DFKLHYHG�VXFFHVVIXO�FDUHHUV�DOUHDG\��GR�QRW�ULVN�D�FDUHHU�E\

IDOOLQJ�VKRUW�RQ�D�VKRUW�WHUP�HQGHDYRU�

$W�ORZHU�OHYHOV�RI�WKH�RUJDQL]DWLRQ��DOWKRXJK�PRVW�SHRSOH�ZDQW�WR�GR�ZHOO�DQG

RIWHQ�DUH�YHU\�FRPPLWWHG�WR�WKH�RUJDQL]DWLRQ��WKHUH�DUH�PRUH�ULVNV�WR�IDFH�DQG�UHDO
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SRVVLELOLWLHV�WR�GHVWUR\�D�FDUHHU���5HDOLVWLFDOO\��WR�SURPRWH�WKH�LPSOHPHQWDWLRQ�RI

4XDOLW\�$LU�)RUFH��WKHVH�SHRSOH�PXVW�KDYH�VSHFLILF�FRQQHFWLRQV�EHWZHHQ�WKHLU

VXSSRUW�RI�WKH�VWUDWHJLF�SODQ�DQG�WKHLU�UHZDUGV�VXFK�DV�LQ�WKHLU�SHUIRUPDQFH

UHSRUWV���7KH�WRS�OHDGHUVKLS�VKRXOG�FOHDUO\�WHOO�WKHLU�VXERUGLQDWHV�WKHLU�TXDOLW\

SHUIRUPDQFH�DQG�VWUDWHJLF�SODQQLQJ�HIIRUWV�ZLOO�EH�UHIOHFWHG�RQ�WKHLU�UHFRUGV�

7KHVH�OHDGHUV�PXVW�WKHQ�IROORZ�XS�RQ�WKHLU�ZRUGV�

7$&7,&$/�3/$11,1*

7KH�WDFWLFDO��RU�IXQFWLRQDO��SODQV�DUH�WKH�SODQV�WKDW�IORZ�GRZQ�IURP�WKH

VWUDWHJLF�SODQ�DQG�SURYLGH�WKH�ERWWRP�OLQH�UHVXOWV���7KHUH�PD\�EH�D�FDVFDGH�RI�SODQV

GRZQ�VHYHUDO�OD\HUV�RI�DQ�RUJDQL]DWLRQ��HDFK�VXSSRUWLQJ�WKH�RQH�DERYH�DQG

SURYLGLQJ�JXLGDQFH�WR�WKH�RQH�V��EHORZ�RU�D�RQH�WR�RQH�UHODWLRQVKLS�RI�WKH

RUJDQL]DWLRQ
V�VWUDWHJLF�SODQ�WR�HDFK�WDFWLFDO�SODQ���8QOHVV�WKHUH�LV�GXSOLFDWLRQ

KRZHYHU��WKHUH�LV�RQO\�RQH�VWUDWHJLF�SODQ�DQG�DOO�RWKHU�SODQV�VXSSRUWLQJ�LW�DUH

WDFWLFDO�LQ�QDWXUH�DQG�IRFXV�WKH�HIIRUWV�RI�RUJDQL]DWLRQDO�PHPEHUV�RQ�JHWWLQJ�WKLQJV

GRQH�

7KLV�DXWKRU�KDV�REVHUYHG�WKDW�HPSOR\HH�OHYHO�PHPEHUV�RIWHQ�GHVLUH�SUDFWLFDO

GHWDLOV�FRQFHUQLQJ�ZK\�WKH�RUJDQL]DWLRQ�PXVW�LPSOHPHQW�WKH�TXDOLW\�FRQFHSW���,Q

DGGLWLRQ��PHPEHUV�RIWHQ�DVN�IRU�VSHFLILF�JXLGDQFH�IRU�LPSOHPHQWLQJ�WKH�FRQFHSW�LQ

WKHLU�RZQ�ZRUN�DUHDV���,W�ZRXOG�EH�DGYDQWDJHRXV�WR�FRQVLGHU�WKH�LPSDFW�RI

SHUVRQDOLW\�ZKHQ�LPSOHPHQWLQJ�TXDOLW\�LQ�DQ�RUJDQL]DWLRQ���7KH�0\HUV�%ULJJV

7\SH�,QGLFDWRU��0%7,
70��LV�D�FRPPRQO\�XVHG�WRRO�LQ�4XDOLW\�$LU�)RUFH��DQG�WKH

6HQVRU�-XGJHU��6-��VW\OH��PDNLQJ�XS�DERXW�����RI�WKH�$PHULFDQ�SRSXODWLRQ��KDV

EHHQ�VKRZQ�WR�EH�D�YHU\�FRPPRQ�W\SH�RI�SHUVRQ�LQ�WKH�PLOLWDU\���,Q�IDFW�

DSSUR[LPDWHO\�����RI�WKH�JHQHUDO�PLOLWDU\�SRSXODWLRQ�LQ��������������DQG�����RI

VWXGHQWV�DW�WKH�,QGXVWULDO�&ROOHJH�RI�WKH�$UPHG�)RUFHV��,&$)��LQ�WKH�\HDUV������
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�����ZHUH�6-�����������,I�RQH�DFFHSWV�WKLV�VW\OH�LV�FRPPRQ�LQ�WKH�$LU�)RUFH�DW�ODUJH�

RQH�FDQ�EHOLHYH�WKDW�PDQ\�$LU�)RUFH�PHPEHUV�VKDUH�WKH�IROORZLQJ�FKDUDFWHULVWLFV

ZLWK�6-V���7KH\�WHQG�WR�EHOLHYH�LQ�DQG�GHVLUH�KLHUDUFK\��UXOHV��DQG�ZDQW�WR�GR��WKH

ULJKW�WKLQJ�DW�WKH�ULJKW�WLPH���������������7KHVH�W\SH�SHRSOH�ZRXOG�ZHOFRPH�D

WDFWLFDO�SODQ�WKDW�JLYHV�VWUXFWXUH�DQG�XQGHUVWDQGLQJ�RI�ZKDW�WKH\�GR�LQ�D�TXDOLW\

FXOWXUH���7KLV�LV�QRW�VR�PXFK�LPSOHPHQWLQJ�TXDOLW\�LQ�D�QRQ�TXDOLW\�ZD\�DV�JLYLQJ

SHRSOH�WKH�W\SH�RI�JXLGDQFH�WKH\�QHHG�DQG�ZDQW�

3,&785(�2)�$�48$/,7<�25*$1,=$7,21

7KH�WDFWLFDO�SODQ�VKRXOG�ILUVW�SURYLGH�D�PHQWDO�SLFWXUH�WR�RUJDQL]DWLRQDO

PHPEHUV�RQ�ZKDW�WKH�TXDOLW\�RUJDQL]DWLRQ�ZLOO�ORRN�OLNH�DQG�ZKDW�WKH�SHRSOH�ZLOO

GR�LQ�D�TXDOLW\�RUJDQL]DWLRQ���7KH�IROORZLQJ�SURYLGHV�D�SLFWXUH�RI�D�TXDOLW\�$LU

)RUFH�VTXDGURQ�ZLWK�H[DPSOHV�IRU�LPSOHPHQWDWLRQ�

)LUVW��WKHUH�DUH�FHUWDLQ�HOHPHQWV�RI�TXDOLW\�FXOWXUH�WKDW�PXVW�EH�LQJUDLQHG�LQ

�LGHDOO\��DOO�PHPEHUV�RI�WKH�XQLW���,Q�WKH�LGHDO�VTXDGURQ��HYHU\RQH�IURP�WKH

GLIIHUHQW�VHFWLRQV�RI�WKH�XQLW�PXVW�ZRUN�WRJHWKHU�DV�D�WHDP�IRU�WKH�FRPPRQ�JRRG��WR

EHVW�DFFRPSOLVK�WKH�PLVVLRQ��QRW�FULWLFL]LQJ�HDFK�RWKHU�RU�WU\LQJ�WR�ORRN�JRRG�DW

RWKHUV
�H[SHQVH���6XSHUYLVRUV�LQ�WKH�RUJDQL]DWLRQ�XVH�SDUWLFLSDWLYH�PDQDJHPHQW�

VROLFLWLQJ�LQSXWV�IURP�ORZHU�OHYHOV���/HDGHUV�GLVFXVV��VKDSH��DQG�LPSOHPHQW�WKH

LQSXWV�WR�WKH�PD[LPXP�H[WHQW�SRVVLEOH�WR�LPSURYH�XQLW�RSHUDWLRQV���3HRSOH�UHDOO\

EHOLHYH�DQG�EHKDYH�DV�LI��WKHUH�LV�QR�OLPLW�WR�ZKDW�WKH�WHDP�FDQ�GR�DV�ORQJ�DV�QR�RQH

FDUHV�ZKR�JHWV�WKH�FUHGLW����7KHUH�LV�VWURQJ�OR\DOW\�XS��GRZQ��DQG�DFURVV�WKH

RUJDQL]DWLRQ�DQG�IHDU�LV�WKH�HQHP\���,Q�RWKHU�ZRUGV��DOO�WKH�SHRSOH�DUH�HPSRZHUHG

WHDP�PHPEHUV��WKH\�DUH�WUDLQHG�LQ�WKHLU�DUHDV�DQG�WUXVWHG�WR�LPSURYH�SURFHVVHV�IRU

ZKLFK�WKH\�DUH�DFFRXQWDEOH���3HRSOH�DUH�HPSRZHUHG�WR�FKDQJH�SURFHVVHV�ZKLFK�WKH\

RZQ�IRU�WKH�SXUSRVH�RI�LPSURYHPHQW�DV�ORQJ�DV�WKH�FKDQJH�LVQ
W�XQVDIH��LOOHJDO��RU

LQ�YLRODWLRQ�RI�KLJKHU�+4�JXLGDQFH��ZDLYHUV�PD\�EH�UHTXHVWHG�ZKHQ�FRQIOLFWV�RFFXU
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ZLWK�+4�JXLGDQFH����,Q�DGGLWLRQ��DOO�PHPEHUV�RI�WKH�XQLW�XQGHUVWDQG�DQG��EX\�LQWR�

WKH�RUJDQL]DWLRQ
V�YLVLRQ��JRDOV��DQG�REMHFWLYHV��IRFXVLQJ�DOO�HIIRUWV�RQ�WKHLU

UHDOL]DWLRQ�

7KH�)HGHUDO�([SUHVV�FRPSDQ\�LPSOHPHQWHG�WKLV�FRQFHSW�E\�LPSOHPHQWLQJ

WKHLU��3HRSOH�)LUVW��HQYLURQPHQW��FOHDUO\�H[SODLQLQJ�WR�WKHLU�HPSOR\HHV�ZKDW�ZDV

H[SHFWHG�RI�WKHP��ZKDW�EHQHILWV�WKH\�FRXOG�H[SHFW�LQ�UHWXUQ��DQG�ZKDW�WR�GR�LI�WKH\

HQFRXQWHU�SUREOHPV���7KH�OHDGHUVKLS�GLUHFWO\�WLHV�FRUSRUDWH�JRDOV�WR�WKH�QHHGV�DQG

GHVLUHV�RI�WKH�HPSOR\HHV�������������$V�D�UHVXOW��)HGHUDO�([SUHVV�KDV�EHFRPH�D

PRGHO�IRU�TXDOLW\�LPSOHPHQWDWLRQ�DV�ZHOO�DV�EHFRPLQJ�D�0DOFROP�%DOGULGJH�4XDOLW\

$ZDUG�ZLQQHU�

,Q�D�TXDOLW\�VTXDGURQ��HYHU\�ZRUN�VHFWLRQ�PXVW�NQRZ�ZKR�LWV�FXVWRPHUV�DUH��

D�OLVW�GHYHORSHG�LQ�GLVFXVVLRQV�RI�WHDP�OHDGHUV�DQG�WKHLU�ZRUNHUV���7KH�OLVW�VKRZV

LQWHUQDO��WR�WKH�VTXDGURQ��DQG�H[WHUQDO�FXVWRPHUV���$Q\RQH�LQ�WKH�ZRUN�VHFWLRQ�FDQ

JR�WR�VRPHWKLQJ��H�J���D�ERRN��D�ZDOO�SRVWHU��D�FRPSXWHU�ILOH��WKHLU�PHPRU\��DQG

VKRZ�RU�WHOO�DQ\�YLVLWRU�ZKR�WKHLU�FXVWRPHUV�DUH���,QLWLDOO\��HPSOR\HHV�RIWHQ�UHVLVW

WKLV�FUXFLDO�VWHS��EHOLHYLQJ�LW�D�ZDVWH�RI�WLPH���7KH�WRS�OHDGHUVKLS�RI�WKH�VTXDGURQ

FRPPDQGHG�E\�WKLV�DXWKRU�KDG�WR�FRQVLVWHQWO\�UHLQIRUFH�WKH�FRPPLWPHQW�RI�WKHLU

HPSOR\HHV�WR�VHULRXVO\�ZRUN�WKLV�LVVXH���/HDGHUVKLS�PXVW�WKHQ�UHYLHZ�WKH�UHVXOWV

DQG�GHPRQVWUDWH�WKH�HIIRUW�ZDV�D�YDOXDEOH�H[HUFLVH�

6LPLODUO\��HYHU\�ZRUN�VHFWLRQ�NQRZV�ZKR�LWV�VXSSOLHUV�DUH���$JDLQ��DQ\

VHFWLRQ�PHPEHU�FDQ�VKRZ�RU�WHOO�ZKR�WKH�VXSSOLHUV�DUH���7KLV�H[HUFLVH�LV�D�XVHIXO

FURVV�FKHFN�EHFDXVH�LI�D�FHUWDLQ�VHFWLRQ�OLVWV�VRPHRQH�DV�D�VXSSOLHU��EXW�WKDW

VXSSOLHU�GRHVQ
W�OLVW�WKH�ILUVW�RQH�DV�D�FXVWRPHU��WKHUH�LV�D�GLVFRQQHFW�WR�FRUUHFW���$W

WKH�DXWKRU
V�VTXDGURQ��PDQ\�SHRSOH�ZHUH�HDJHU�WR�HQVXUH�WKHLU�VXSSOLHUV

UHPHPEHUHG�WR�OLVW�WKHP�DV�FXVWRPHUV���,Q�IDFW��VHYHUDO�VHFWLRQV�OHDUQHG�WR

DSSUHFLDWH�WKH\�KDG�VRPH�FXVWRPHUV�WKH\�QHYHU�FRQVLGHUHG���)RU�LQVWDQFH��DQ

LQVWDOODWLRQ�VHFWLRQ�OHDUQHG�WKH�DGPLQLVWUDWLYH�VHFWLRQ�FRXOG�EHWWHU�SURYLGH�IRUPV
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DQG�SXEOLFDWLRQV�ZKHQ�LQVWDOODWLRQV�SHRSOH�SURYLGHG�UHTXLUHPHQWV�LQ�D�PRUH

WLPHO\��DFFXUDWH�PDQQHU���%RWK�VHFWLRQV�SHUIRUPHG�PRUH�HIILFLHQWO\�DQG�UHGXFHG

IULFWLRQ�EHWZHHQ�WKH�SHRSOH�LQYROYHG�

&RPSOHPHQWLQJ�WKH�VHFWLRQ
V�OLVW�RI�FXVWRPHUV��HDFK�VHFWLRQ�ZRXOG�KDYH�D

GHVFULSWLYH��SULRULWL]HG�OLVW�RI�FXVWRPHU�UHTXLUHPHQWV�IRU�HDFK�RI�WKH�LQWHUQDO�DQG

H[WHUQDO�FXVWRPHUV���7KH�ZRUN�VHFWLRQ�WHDP�PHPEHUV�PXVW�YDOLGDWH�WKHP�E\�JRLQJ

RYHU�WKH�OLVW�RI�SULRULWL]HG�UHTXLUHPHQWV�ZLWK�WKH�FXVWRPHUV�DQG�JHWWLQJ�IHHGEDFN

RQ�ILUVW��KRZ�PXFK�WKH�FXVWRPHUV�DJUHH�WKH\�DUH�UHTXLUHPHQWV��VHFRQG��KRZ�ZHOO

WKH\�DUH�SULRULWL]HG��WKLUG��KRZ�DFFXUDWHO\�WKH�UHTXLUHPHQWV�GHVFULEH�ZKDW�WKH

FXVWRPHU�QHHGV��H�J���D��SHUIRUPDQFH�UHSRUW�RQH�GD\�DIWHU�FORVH�RXW�RU����GD\V�DIWHU

FORVH�RXW��ZKLFK�LV�UHTXLUHG"���DQG��IRXUWK��ZKDW�PRUH�RU�GLIIHUHQW�DVSHFWV�RI�WKH

UHTXLUHPHQW�GLG�WKH�FXVWRPHU�ZDQW�

)HGHUDO�([SUHVV�PDLQWDLQHG�D�FOHDU�DQG�FRQVLVWHQW�FXVWRPHU�HPSKDVLV�IRU�LWV

HPSOR\HHV��VWDWLQJ�WKH�FRPSDQ\�ZRXOG�REWDLQ������SHUFHQW�FXVWRPHU�VDWLVIDFWLRQ�E\

SHUIRUPLQJ�����SHUFHQW�WR�RXU�VWDQGDUGV��DV�SHUFHLYHG�E\�WKH�FXVWRPHU���������

7KLV�FXVWRPHU�HPSKDVLV�FRPPXQLFDWHG�FOHDUO\�WR�WKH�HPSOR\HHV�WKDW�WKH�GHVLUHV�RI

WKH�FXVWRPHU�GURYH�WKHLU�DFWLYLW\���$V�VWDWHG�HDUOLHU��WKH�FRPSDQ\�WLHG�HPSOR\HH

UHZDUGV�WR�WKHLU�VDWLVIDFWLRQ�RI�WKH�FXVWRPHU���7KHLU�HPSOR\HHV�VHW�WKHLU�RZQ

REMHFWLYHV�WKDW�PXVW�VXSSRUW�WKH�FRUSRUDWH�REMHFWLYHV��DQG�HDUQ�LQFHQWLYH

FRPSHQVDWLRQ�EDVHG�RQ�WKHLU�VXFFHVV�LQ�PHHWLQJ�WKHP�������������,Q�DQ�$LU�)RUFH

RUJDQL]DWLRQ��VXSHUYLVRUV�PD\�XVH�D�VLPLODU�VWUDWHJ\�WR�KHOS�VXERUGLQDWHV�HVWDEOLVK

WKHLU�REMHFWLYHV�VXSSRUWLQJ�WKH�RUJDQL]DWLRQ
V�JRDOV���,Q�SODFH�RI�LQFHQWLYH�SD\��WKH

$LU�)RUFH�OHDGHUVKLS�FDQ�SURYLGH�RWKHU�EHQHILWV�RI�YDOXH�WR�WKH�HPSOR\HH���7KHVH

UDQJH�IURP�SXEOLF�UHFRJQLWLRQ�WR�WLPH�RII��GHSHQGLQJ�RQ�ZKDW�WKH�VXERUGLQDWH

SHUFHLYHV�DV�YDOXDEOH�

(DFK�ZRUN�VHFWLRQ
V�WHDP�PHPEHUV�KDYH�D�OLVW�RI�WKH�SURFHVVHV�WKH\�DUH�VWDNH

KROGHUV�LQ�WKDW�VDWLVI\�FXVWRPHU�UHTXLUHPHQWV���7KHVH�SURFHVVHV�VKRXOG�DOO
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FRQWULEXWH�WR�DFFRPSOLVKPHQW�RI�WKH�VTXDGURQ�PLVVLRQ�DQG�EH�LQWHJUDWHG�LQWR�WKH

VTXDGURQ
V�IUDPHZRUN�RI�JRDOV�DQG�REMHFWLYHV�FUHDWHG�WR�DFFRPSOLVK�LWV�PLVVLRQ�DQG�

XOWLPDWHO\��VXSSRUW�WKH�KLJKHU�KHDGTXDUWHUV�YLVLRQ���2EYLRXVO\��LI�D�VHFWLRQ�KDV

SURFHVVHV�RQ�ZKLFK�WKH\�H[SHQG�WLPH�DQG�HIIRUW��UHVRXUFHV���EXW�WKRVH�SURFHVVHV

GRQ
W�PDWFK�XS�ZLWK�WKHLU�JRDOV��REMHFWLYHV��DQG�PLVVLRQ��WKHUH�LV�VRPHWKLQJ�ZURQJ�

7KH�RUJDQL]DWLRQ�PXVW�DGMXVW�WKH�SURFHVVHV�RU�WKH�JRDOV�

(DFK�ZRUN�VHFWLRQ�KDV�DFFXUDWH�IORZFKDUWV�IRU�WKHLU�SURFHVVHV�DQG�DQ\�WHDP

PHPEHU�LQYROYHG�LQ�WKH�SURFHVV�FDQ�VKRZ�DQG�H[SODLQ�WKHP�WR�DQ\�YLVLWRUV�

5HPHPEHU��WKLV�LV�WKH�LGHDO�TXDOLW\�VTXDGURQ��LQLWLDOO\��PHPEHUV�VWDUW�E\

IORZFKDUWLQJ�WKH�PRVW�FULWLFDO�RU�SUREOHP�ULGGHQ�SURFHVVHV�VR�WKH\�FDQ�LPSURYH

WKHP�ILUVW���7KH�PHUH�SURFHVV�RI�IORZFKDUWLQJ�SURFHVVHV�FDQ�HGXFDWH�WKH�HPSOR\HH�WR

EHWWHU�XQGHUVWDQG�KLV�RU�KHU�MRE�

$OO�VHFWLRQV�ZLOO�KDYH�D�PHWKRG�RU�PHWKRGV�RI�REWDLQLQJ�IHHGEDFN�IURP�WKHLU

FXVWRPHUV�RQ�FXVWRPHU�VDWLVIDFWLRQ�DQG�RWKHU�LQGLFDWRUV�FRQFHUQLQJ�WKH�FXVWRPHUV


UHTXLUHPHQWV���(DFK�WHDP�PHPEHU�ZRXOG�EH�DEOH�WR�VKRZ�RU�WHOO�ZKDW�SURFHVVHV

ZRXOG�EH�H[DPLQHG�QH[W�IRU�IXUWKHU�LPSURYHPHQW��EDVHG�RQ�FXVWRPHU�IHHGEDFN�

8QLW�PHPEHUV�ZRXOG�PDLQWDLQ�WKH�IHHGEDFN�GDWD�IRU�DW�OHDVW�ILYH�\HDUV�WR�DOORZ

ORQJ�WHUP�DVVHVVPHQW�RI�SURJUHVV�DQG�SURYLGH�LQSXW�WR�WKH�XQLW
V�VWUDWHJLF�SODQ�

(DFK�ZRUN�VHFWLRQ�ZRXOG�KDYH�VWDWXV�RI�WKHLU�DFWLRQ�SODQV�WR�LPSURYH�WKH

SURFHVVHV�FXUUHQWO\�LQ�ZRUN��DQG�DOO�VWDNH�KROGHUV�ZRXOG�EH�DEOH�WR�VKRZ�RU�WHOO

WKDW�VWDWXV���7KH�VWDWXV�ZRXOG�QRUPDOO\�LQFOXGH�GRFXPHQWDWLRQ�RI�WKH�GDWD�FROOHFWHG

FRQFHUQLQJ�WKH�SURFHVV�EHLQJ�LPSURYHG��DSSURSULDWH�FKDUWV��H�J���FRQWURO�FKDUWV�

XVHG�WR�LGHQWLI\�DUHDV�WR�FRQFHQWUDWH�RQ��SODQV�WR�FKDQJH�WKH�H[LVWLQJ�SURFHVV�LQ�DQ

DWWHPSW�WR�LPSURYH�LW��DQG��ILQDOO\��WKH�QHZ�IORZFKDUW�IRU�WKH�SURFHVV�

$IWHU�D�ZRUN�VHFWLRQ�LPSURYHV�D�SURFHVV�WKDW�VXSSRUWV�D�FXVWRPHU

UHTXLUHPHQW��LW�ZRXOG�FROOHFW�GDWD�RQ�WKH�UHYLVHG�SURFHVV�DQG�GHWHUPLQH�KRZ�PXFK

WKH�SURFHVV�ZDV��KRSHIXOO\��LPSURYHG���7KH�GDWD�FROOHFWHG�FRQFHUQLQJ�SURFHVVHV
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VKRXOG�EH�PHWULFV��EDVLFDOO\�D�PHDQLQJIXO�PHDVXUHPHQW�WKDW�WHOOV�RQH�VRPHWKLQJ

VLJQLILFDQW�DERXW�WKH�SURFHVV�DQG�DOORZV�RQH�WR�DFW�RQ�LW���7KH�ZRUN�VHFWLRQV�ZLOO

VKDUH�WKH�LQIRUPDWLRQ�ZLWK�WKHLU�FXVWRPHUV��WKHLU�VXSHUYLVRUV��DQG�WKH�XQLW�DW�ODUJH

WR�VKRZ�KRZ�WKH\�VXFFHHGHG�LQ�LPSURYLQJ�LPSRUWDQW�SURFHVVHV��ZLWK�DOO�UHVXOWV

EDFNHG�XS�E\�VROLG�GDWD�LQ�WKH�IRUP�RI�PHWULFV���$W�WKH�VTXDGURQ�FRPPDQGHG�E\�WKLV

DXWKRU��VXFK�SRVWLQJV�UHLQIRUFHG�WKH�SRVLWLYH�IHHOLQJV�DQG�FRPPLWPHQW�RI�WKH

SHRSOH�ZKR�PDGH�WKH�LPSURYHPHQWV�DQG�LQVSLUHG�RWKHU�ZRUN�VHFWLRQV�WR�LPSURYH

WKHLU�SURFHVVHV�VLPLODUO\�

7KURXJKRXW�WKH�WDFWLFDO�SODQQLQJ�SURFHVV��HPSOR\HH�OHYHO�LQSXW�LV�HVVHQWLDO

WR�FUHDWLQJ�D�ZRUNDEOH�SODQ�DV�ZHOO�DV�UHLQIRUFLQJ�FRPPLWPHQW�RI�WKH�ZRUN�IRUFH�WR

TXDOLW\�SULQFLSOHV���+RZHYHU��DV�QRWHG�HDUOLHU��HPSOR\HHV�RIWHQ�IHHO�XQSURWHFWHG

IURP�WKHLU�VXSHUYLVRUV�ZKR�PD\�SUHIHU�WKH�ROG�ZD\�RI�GRLQJ�WKLQJV��VXSHUYLVRUV

GLUHFWLQJ�DQG�ZRUNHUV�IROORZLQJ�RUGHUV���7KLV�DXWKRU
V�H[SHULHQFH�GHWHUPLQHG�WKH

HPSOR\HH�OHYHO�RI�D�VTXDGURQ�ZDV�PRVW�OLNHO\�WR�EH�GHWHUUHG�E\�IHDU�RI�WKH�ILUVW�OLQH

VXSHUYLVRU�WKDQ�DQ\�RWKHU�IDFWRU���)HGHUDO�([SUHVV�LQVWLWXWHG�D�JXDUDQWHHG�IDLU

WUHDWPHQW�SURFHGXUH�WKDW�HQVXUHG�D�VHULHV�RI�KLJKHU�PDQDJHPHQW�OHYHO�ERDUGV

KHDUG�FRPSODLQWV�RU�JULHYDQFHV�WR�HQVXUH�HPSKDVLV�RQ�HPSOR\HH�VDWLVIDFWLRQ���7KH

SURFHGXUH�DOORZV�HPSOR\HHV�WR�JHW�PDQDJHPHQW�DWWHQWLRQ�ZKHQ�VXSHUYLVRUV�ORZHU

HPSOR\HH�SHUIRUPDQFH�UHSRUWV���,I�WKH�ILUVW�UHYLHZ�UXOHV�DJDLQVW�WKH�HPSOR\HH��KH�RU

VKH�FRXOG�DSSHDO�WKH�FDVH�WR�KLJKHU�OHYHOV��HQGLQJ�DW�WKH�&(2
V�ERDUG���,I�WKDW�OHYHO�

HTXLYDOHQW�WR�D�XQLW�FRPPDQGHU��IDLOV�WR�VDWLVI\�WKH�HPSOR\HH��D�ERDUG�RI�UHYLHZ

IRUPHG�IURP�)HGHUDO�([SUHVV�HPSOR\HHV�VHOHFWHG�E\�D�FRPELQDWLRQ�RI�WKH

FRPSODLQLQJ�HPSOR\HH�DQG�WKH�ERDUG�FKDLUPDQ���7KH�FRPSODLQDQW
V�SHHUV��QRW�MXVW

PDQDJHPHQW�SHUVRQQHO��PDNH�WKH�ILQDO�GHFLVLRQ�LI�WKH�FDVH�FRPHV�WR�WKH�ERDUG�RI

UHYLHZ�������������,Q�LPSOHPHQWLQJ�WKH�TXDOLW\�FRQFHSW�DW�DQ�$LU�)RUFH

RUJDQL]DWLRQ��D�VLPLODU�XQLW�SURFHGXUH�RU�SURJUDP�PD\�HQKDQFH�WKH�FRQWULEXWLRQV

RI�HPSOR\HHV�ZLWKRXW�GHQLJUDWLQJ�WKH�$LU�)RUFH�,QVSHFWRU�*HQHUDO�V\VWHP�
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7KH�PLGGOH�PDQDJHUV�DQG�HPSOR\HHV�PXVW�FUHDWH�WKH�WDFWLFDO�SODQV�WKDW

LPSOHPHQW�WKH�VWUDWHJLF�SODQ�IRU�WKH�HQWLUH�RUJDQL]DWLRQ���*LYHQ�WKH�FRPPLWPHQW

FUHDWHG�SUHYLRXVO\��FRPELQHG�ZLWK�IUHTXHQW�UHYLHZ�DQG�JXLGDQFH�IURP�WKH�WRS

OHDGHUVKLS��WKLV�FRPELQDWLRQ�RI�SHRSOH�ZLOO�VWDUW�DQG�SHUSHWXDWH�D�F\FOH�RI

FRQWLQXRXV�LPSURYHPHQW���$OWKRXJK�WKH�WKHRU\�LV�VLPSOH��WRS�OHDGHUVKLS�PXVW

FRQVLVWHQWO\�UHLQIRUFH�FRPPLWPHQW��FRQWLQXH�PDNLQJ�WKH�VWUDWHJLF�SODQ�UHOHYDQW�WR

WKH�RUJDQL]DWLRQ��DQG�DOZD\V�GHPRQVWUDWH�WKHLU�SDUWLFLSDWLRQ�LQ�D�YLVLEOH�PDQQHU�

,I�WKH�OHDGHUVKLS�IXOILOOV�WKHLU�UHVSRQVLELOLW\�LQ�WKLV�UHJDUG��WKH�RUJDQL]DWLRQ�ZLOO

PDLQWDLQ�D�VWHDG\�FRXUVH�RQ�WKH�SDWK�WR�WRWDO�TXDOLW\�
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,I�WKH�PHPEHUV�RI�DQ�$LU�)RUFH�RUJDQL]DWLRQ�DUH�FRPPLWWHG�WR�WKH�TXDOLW\

FRQFHSW��WKHQ�GHYHORS�DQG�LPSOHPHQW�HIIHFWLYH�SODQV��WKH�RUJDQL]DWLRQ�FDQ�UHDS�DOO

WKH�EHQHILWV�RI�TXDOLW\�WKHRU\�LQ�SUDFWLFH���7KUHH�JURXSV�RI�RUJDQL]DWLRQDO�PHPEHUV�

�WKH�WRS�OHDGHUVKLS��PLGGOH�PDQDJHPHQW��DQG�WKH�HPSOR\HH�OHYHO��DOO�PXVW�FRPPLW

WR�WKH�TXDOLW\�FRQFHSW��GHPRQVWUDWH�WKHLU�FRPPLWPHQW��DQG�DFW�DSSURSULDWHO\�WR

VXFFHHG�

7RS�OHDGHUVKLS�LV�UHVSRQVLEOH�IRU�SRLQWLQJ�WKH�ZD\�DQG�OHDGLQJ�E\�H[DPSOH�

7KH\�PXVW�FRQYLQFH�WKH�UHVW�RI�WKH�RUJDQL]DWLRQ�WKURXJK�YLVLEOH��FRQVLVWHQW�

SHUVRQDO�DFWLRQV�WKDW�WKH\�EHOLHYH�TXDOLW\�LV�YLWDOO\�LPSRUWDQW�WR�WKH�VXFFHVV�RI�WKHLU

RUJDQL]DWLRQ���7KH�RUJDQL]DWLRQ
V�OHDGHUV�PXVW�SDUWLFLSDWH�LQ�TXDOLW\�DFWLYLWLHV�ZLWK

]HVW��GHVSLWH�WKH�RIWHQ�XUJHQW�GHPDQGV�RQ�WKHLU�WLPH�LI�WKH\�DUH�WR�PRWLYDWH�WKHLU

VXERUGLQDWHV�WR�EX\�LQ�WR�TXDOLW\�

7KH�PLGGOH�PDQDJHUV��ZKR�RIWHQ�UHVLVW�D�FKDQJH�LQ�RUJDQL]DWLRQDO�FXOWXUH�

PXVW�OHDUQ�WR�WDS�WKH�SRWHQWLDO�RI�WKHLU�VXERUGLQDWHV�WR�LPSURYH�WKH�RUJDQL]DWLRQ�

7R�QXUWXUH�PLGGOH�PDQDJHPHQW�FRPPLWPHQW�WR�TXDOLW\�RIWHQ�UHTXLUHV�WUDLQLQJ�WR

XVH�SDUWLFLSDWLYH�PDQDJHPHQW��H[SODQDWLRQ�RI�EHQHILWV�WKDW�ZLOO�DFFUXH��DQG�HYHQ

FRHUFLYH�DFWLRQV�E\�WRS�OHDGHUVKLS���7KH�FRPPLWPHQW�REWDLQHG�LV�FUXFLDO�LQ�OLQNLQJ

WRS�PDQDJHPHQW
V�YLVLRQ�WR�WKH�DFWLYLWLHV�RI�WKH�HPSOR\HH�OHYHO�

7KH�HPSOR\HH�PHPEHUV�RI�DQ�RUJDQL]DWLRQ�KDYH�WKH�PRVW�SRWHQWLDO�WR

LPSOHPHQW�WKH�TXDOLW\�FRQFHSW��KDYLQJ�WKH�PRVW�GLUHFW�LQYROYHPHQW�ZLWK�ERWK

RUJDQL]DWLRQDO�SURFHVVHV�DQG�FXVWRPHUV���7KH�PRVW�DSSDUHQW�DVSHFWV�RI�TXDOLW\

FXOWXUHV��VXFK�DV�HPSRZHUPHQW�DQG�WHDPZRUN��FRPELQHG�ZLWK�UHJXODU

UHLQIRUFHPHQW�IURP�DERYH��ZLOO�SURPRWH�FRPPLWPHQW�LQ�WKH�HPSOR\HHV�RI�DQ

RUJDQL]DWLRQ�
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$IWHU�VHFXULQJ�WKH�FRPPLWPHQW�RI�DOO�OHYHOV�RI�WKH�RUJDQL]DWLRQ��XQLW

SHUVRQQHO�PXVW�GHYHORS�VWUDWHJLF�DQG�WDFWLFDO�SODQV�WR�FRQYHUW�TXDOLW\�RULHQWDWLRQ

LQWR�LPSOHPHQWDWLRQ���7KH�VWUDWHJLF�SODQ�ZLOO�RXWOLQH�WKH�YLVLRQ�RI�WKH�RUJDQL]DWLRQ�

SURYLGH�VXSSRUWLQJ�JRDOV�DQG�REMHFWLYHV�WR�IRFXV�HIIRUWV��DQG�LQGXFH�RUJDQL]DWLRQDO

PHPEHUV�WR�ZRUN�WRZDUGV�WKH�ORQJ�WHUP�VXFFHVV�RI�WKH�XQLW���7KH�WDFWLFDO�SODQV

SURYLGH�JXLGDQFH�DW�ORZHU�OHYHOV�RI�WKH�RUJDQL]DWLRQ�IRU�DOLJQLQJ�LQGLYLGXDO�HIIRUWV

LQ�VXSSRUW�RI�WRS�OHYHO�RUJDQL]DWLRQDO�JRDOV���7KH�WDFWLFDO�SODQV�DOVR�SURYLGH�D�FOHDU

SLFWXUH�RI�ZKDW�H[DFWO\�PHPEHUV�RI�WKH�RUJDQL]DWLRQ�PXVW�GR�WR�FUHDWH�D�TXDOLW\

XQLW�

7KXV��LW�LV�DSSDUHQW�WKDW�FRPPLWPHQW�RI�HDFK�OHYHO�RI�WKH�RUJDQL]DWLRQ�WR�WKH

TXDOLW\�FRQFHSW��FRPELQHG�ZLWK�HIIHFWLYH�SODQQLQJ��ZLOO�HQVXUH�VXFFHVVIXO

LPSOHPHQWDWLRQ�RI�4XDOLW\�$LU�)RUFH���2QFH�WKH�PHPEHUV�RI�WKH�RUJDQL]DWLRQ

FRPPLW�WR�WKH�FRQFHSW��LW�LV�VWUDLJKWIRUZDUG�WR�IROORZ�WKH�LPSOHPHQWDWLRQ�JXLGHV�IRU

TXDOLW\���7R�PDNH�4XDOLW\�$LU�)RUFH�D�UHDOLW\��RUJDQL]DWLRQDO�OHDGHUV�PXVW�HQVXUH

FRPPLWPHQW�WR�TXDOLW\�LV�GHPRQVWUDEO\�ZLGH�VSUHDG�LQ�WKHLU�RUJDQL]DWLRQ��7KHQ��DOO

PHPEHUV�RI�WKH�XQLW�PXVW�SDUWLFLSDWH�LQ�FUHDWLQJ�DQG�LPSOHPHQWLQJ�SODQV�IRU

TXDOLW\���2QFH�GRQH��WKH�OHDGHUVKLS�FDQ�VLPSO\�LPSOHPHQW�WKH�TXDOLW\�FRQFHSW�LQ

DQ\�$LU�)RUFH�RUJDQL]DWLRQ�
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�� $0$�0DQDJHPHQW�%ULHILQJ��%OXHSULQWV�)RU�6HUYLFH�4XDOLW\��7KH�)HGHUDO

([SUHVV�$SSURDFK��$PHULFDQ�0DQDJHPHQW�$VVRFLDWLRQ�������

�� $VKWRQ��&KULV���7KH�'DZQ�RI�D�1HZ�(UD"���7KH�740�0DJD]LQH�������������$XJ
���

�� $WNLQVRQ��5RJHU���0RWLYDWLQJ�3HRSOH�IRU�6XFFHVV���7KH�740�0DJD]LQH��������
�����$XJ����

�� %DKOV��-DQH�(����0DQDJLQJ�IRU�7RWDO�4XDOLW\���3UDFWLWLRQHUV�0XVW�,QVSLUH

(PSOR\HH�,QYROYHPHQW���3XEOLF�5HODWLRQV�-RXUQDO������������$SU����

�� %RZOHV��-HUU\���,V�$PHULFDQ�0DQDJHPHQW�5HDOO\�&RPPLWWHG�WR�4XDOLW\"��

0DQDJHPHQW�5HYLHZ������������$SU����

�� %U\VRQ��-RKQ�0���6WUDWHJLF�3ODQQLQJ�)RU�3XEOLF�$QG�1RQSURILW�2UJDQL]DWLRQV�
-RVVH\�%DVV�3XEOLVKHUV��6DQ�)UDQFLVFR��&$�������

�� %\KDP��:LOOLDP�&��DQG�-HII�&R[��=DSS���7KH�/LJKWQLQJ�RI�(PSRZHUPHQW�
)DZFHWW�&ROXPELQH��1HZ�<RUN��1<�������

�� &DPLOOXV��-RKQ�&��6WUDWHJLF�3ODQQLQJ�DQG�0DQDJHPHQW�&RQWURO��/H[LQJWRQ
%RRNV�������+HDWK�DQG�&RPSDQ\��/H[LQJWRQ��0$�������

�� &DUU��&OD\���$Q�$SSURDFK�WR�(PSRZHUPHQW���3HUIRUPDQFH�	�,QVWUXFWLRQ��������
����0D\����

���&DUU��'DYLG�.��DQG�,DQ�'��/LWWPDQ��([FHOOHQFH�,Q�*RYHUQPHQW���7RWDO�4XDOLW\

0DQDJHPHQW�,Q�7KH�����V��&RRSHUV�DQG�/\EUDQG��$UOLQJWRQ��9$�������

���&DUWLQ��7��-���3ULQFLSOHV�DQG�3UDFWLFHV�2I�740��$64&�4XDOLW\�3UHVV�
0LOZDXNHH��:,�������

���&ODUN��5ROI���740�IURP�WKH�7UHQFKHV���7KH�5ROH�RI�WKH�,QGLYLGXDO���3URJUDP

0DQDJHU������������0DU�$SU����

���'HDQ��-RKQ���&RQYH\LQJ�
WKH�%LJ�3LFWXUH
�,V�)LUVW�6WHS�LQ�,QYROYLQJ�(PSOR\HHV��

7RWDO�4XDOLW\�1HZVOHWWHU�������0D\����

���'XIILQ��0XUUD\���/HDGLQJ�E\�([DPSOH���7KH�740�0DJD]LQH�������)HE�����������

���)DOOGLQH��*HRUJH��0HPRUDQGXP�GDWHG����)HE�����6XEM����:5�$/&�6WUDWHJLF�3ODQ
��,QIRUPDWLRQ�0HPRUDQGXP
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���)R\��1DQF\��(PSRZHULQJ�3HRSOH�$W�:RUN��8QLYHUVLW\�3UHVV��&DPEULGJH��*UHDW
%ULWDLQ�

���)UDQJRV��6WHYH���(PSRZHUPHQW���8VLQJ�3HRSOH�WR�$FKLHYH�([FHOOHQFH���4XDOLW\

2EVHUYHU���������)HE����

���+ROPHV��06JW�6XVDQ��7KH�4XDOLW\�$SSURDFK��$LU�)RUFH�4XDOLW\�,QVWLWXWH��$LU
8QLYHUVLW\��0D[ZHOO�$)%��$/�������

���-DEORQVNL��-RVHSK�5���,PSOHPHQWLQJ�740���&RPSHWLQJ�,Q�7KH�1LQHWLHV�7KURXJK

7RWDO�4XDOLW\�0DQDJHPHQW��7HFKQLFDO�0DQDJHPHQW�&RQVRUWLXP��,QF��
$OEXTXHUTXH��10�������

���-XUDQ��-RVHSK�0���-XUDQ�2Q�/HDGHUVKLS�)RU�4XDOLW\��$Q�([HFXWLYH�+DQGERRN�
7KH�)UHH�3UHVV��$�'LYLVLRQ�2I�0DF0LOODQ��,QF���1HZ�<RUN��1<�������

���-XUDQ��-RVHSK�0���-XUDQ�2Q�4XDOLW\�%\�'HVLJQ��7KH�1HZ�6WHSV�)RU�3ODQQLQJ

4XDOLW\�,QWR�*RRGV�$QG�6HUYLFHV��7KH�)UHH�3UHVV��$�'LYLVLRQ�RI�0DF0LOODQ�,QF��
1HZ�<RUN��1<�������

���.HLUVH\��'DYLG�DQG�0DULO\Q�%DWHV��3OHDVH�8QGHUVWDQG�0H��&KDUDFWHU�DQG

7HPSHUDPHQW�7\SHV��3URPHWKHXV�1HPHVLV�%RRN�&RPSDQ\��'HO�0DU��&$�������

���.HPS��.HOO\���5HFRJQL]LQJ�7HDPV��<RXU�1H[W�3ULRULW\����4XDOLW\�$LU�)RUFH

6\PSRVLXP�3URFHHGLQJV�����������$LU�)RUFH�4XDOLW\�,QVWLWXWH��0D[ZHOO�$)%��$/�
�����

���.QRZOWRQ��%LOO�DQG�0LNH�0F*HH���6WUDWHJLF�/HDGHUVKLS�DQG�3HUVRQDOLW\�
0DNLQJ�WKH�0%7,�5HOHYDQW���1DWLRQDO�'HIHQVH�8QLYHUVLW\��,QGXVWULDO�&ROOHJH�RI
WKH�$UPHG�)RUFHV��:DVKLQJWRQ��'&�������

���/HZLV��.HYLQ�DQG�0LQN��2VFDU���)RVWHULQJ�4XDOLW\�/HDGHUV���)LUVW�6WHS�,V�WR

8QUDYHO�5HVLVWDQFH���7RWDO�4XDOLW\�1HZVOHWWHU�������-DQ����

���/RK��-RKQ�0���$&&�4XDOLW\��$LU�&RPEDW�&RPPDQG�������

���0DF'RQDOG��-RKQ���5HDVRQV�IRU�)DLOXUH���7KH�740�0DJD]LQH������������
�$XJ����

���0F'DQLHO��-R\FH��+DZWKRUQH��/LQGD��DQG�<DWHV��5LFKDUG���(PSRZHUPHQW��


6HUYLFH�YV��/LQH�2UJDQL]DWLRQ�
��4XDOLW\�$LU�)RUFH�6\PSRVLXP�3URFHHGLQJV������
�����$LU�)RUFH�4XDOLW\�,QVWLWXWH��0D[ZHOO�$)%��$/�������



��

���0LQW]EHUJ��+HQU\��7KH�5LVH�$QG�)DOO�2I�6WUDWHJLF�3ODQQLQJ��7KH�)UHH�3UHVV��$
'LYLVLRQ�2I�0DF0LOODQ��,QF��������

���1DQXV��%XUW��9LVLRQDU\�/HDGHUVKLS��-RVVH\�%DVV�3XEOLVKHUV��6DQ�)UDQFLVFR��&$�
�����

��� �1RODQ��7LPRWK\�0���/HRQDUG�'��*RRGVWHLQ��DQG�-��:LOOLDP�3IHLIIHU��3ODQ�2U

'LH������.H\V�7R�2UJDQL]DWLRQDO�6XFFHVV��3IHLIIHU�	�&RPSDQ\��6DQ�'LHJR��&$�������

���2DNODQG��-RKQ�6���7RWDO�4XDOLW\�0DQDJHPHQW���7KH�5RXWH�7R�,PSURYLQJ

3HUIRUPDQFH��1LFKROV�3XEOLVKLQJ��1-�������

��� �5HLQYHQWLQJ�*RYHUQPHQW���*RYHUQPHQW�3HUIRUPDQFH�DQG�5HVXOWV�$FW�RI�������

/HDGHUVKLS�IRU�WKH���
V�DQG�%H\RQG��$�4XDOLW\�$SSURDFK��16�������������$LU�:DU
&ROOHJH��$LU�8QLYHUVLW\��0D[ZHOO�$)%��$/�������

���5LFKDUGV��-RKQ�'���/W�&RO��86$����05�,QVLJKWV���7KH�5ROH�RI�/HDGHUVKLS�LQ

740���0LOLWDU\�5HYLHZ������������$XJ����

���5RJHUV��5REHUW�:����0RYLQJ�7RZDUG�+LJK�,QYROYHPHQW��RI�(PSOR\HHV����4XDOLW\

2EVHUYHU��������-XO����

���6FKZDUW]��3HWHU��7KH�$UW�2I�7KH�/RQJ�9LHZ��'RXEOHGD\��$�'LYLVLRQ�RI�%DQWDP
'RXEOHGD\�'HOO�3XEOLVKLQJ�*URXS�,QF���1HZ�<RUN��1<�������

���6W��/DZUHQFH��'HQQLV�DQG�%RE�6WLQQHWW���3RZHUIXO�3ODQQLQJ�:LWK�6LPSOH

7HFKQLTXHV���4XDOLW\�3URJUHVV��-XO����

���6WUDWWRQ��%UDG���7KH�*HQHUDO�'LGQ
W�&DQFHO���4XDOLW\�3URJUHVV��������-DQ����

���7RZQVHQG��3DWULFN�/��ZLWK�-RDQ�(��*HEKDUGW��&RPPLW�7R�4XDOLW\��-RKQ�:LOH\�	
6RQV��1HZ�<RUN��1<�������

���7XQNV��5RJHU��)DVW�7UDFN�WR�4XDOLW\��0F*UDZ�+LOO��,QF���1HZ�<RUN��1<�������

���9DQ�1HVV��5RVV���:RUNHU�,QYROYHPHQW���:RRLQJ�0DQDJHUV�7DNHV�,QFHQWLYHV�

&RPPXQLFDWLRQ���7RWDO�4XDOLW\�1HZVOHWWHU�������1RY����

���:DOWRQ��0DU\���7KH�'HPLQJ�0DQDJHPHQW�0HWKRG��7KH�3XWQDP�3XEOLVKLQJ
*URXS��1HZ�<RUN��1<�������

���:HDYHU��&KDUOHV�1���740���$�6WHS�%\�6WHS�*XLGH�7R�,PSOHPHQWDWLRQ��$64&
4XDOLW\�3UHVV��0LOZDXNHH��:,�������
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���:LOOLDPV��0HODQLH���:DOO�WR�:DOO�&RPPLWPHQW���7KH�740�0DJD]LQH������������
2FW����


	Title Page
	Disclaimer
	Abstract
	Biographical Sketch
	Table of Contents
	Chapter I - Introduction
	Chapter II - Commitment
	Top Leadership Commitment
	Middle Manager Commitment
	Employee Level Commitment

	Chapter III - Planning
	Strategic Planning
	The 11 Step Model
	The Longer View

	Tactical Planning
	Picture of a Quality Organization


	Chapter IV - Conclusion
	Bibliography

